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The Problem of Crime 


By PRESIDENT FRANKLIN D. ROOSEVELT 
Delivered at the opening session of Attorney General Homer §. Cummings’ Crime Conference in Washington. 
December 10, 1934. Broadcast over systems of the National Broadcasting Co., 
Columbia Broadcasting Co. and WMCA. 


URING the past two years there have been upper- 

most in our minds the problems of feeding and 

clothing the destitute, making secure the founda- 

tions of our agricultural, industrial and financial structures 

and releasing and directing the vital forces that make for a 

healthy national life. As a component part of the large ob- 

jective we include our constant struggle to safeguard our- 

selves against the attacks of the lawless and the criminal ele- 
ments of our population. 

Relentlessly and without compromise the Department 
of Justice has moved forward in its major offensive against 
these forces. With increasing effectiveness, State and local 
agencies are directing their efforts toward the achievement 
of law enforcement; and with them, in more marked degree 
than ever before, the Federal Government has worked to- 
ward the common objective. 

It is a privilege to pay tribute to the men and women 
who, in many capacities, official and otherwise, have con- 
tributed to our growing success. ‘To a much greater extent 
than is generally realized our law enforcement officers 
throughout the country have rendered devoted, conscientious 
and effective service, often under exasperating and hazardous 
circumstances. 


Their effectiveness has, unfortunately, been impaired be- 
cause of inadequate organization, unscientific administration 
and lack of public support and understanding. In many in- 
stances, we may as well frankly admit, bandits have been 
better equipped and better organized than have the officials 
who are supposed to keep them in check. This is particularly 
true because of the lack of coordination between local agen- 
cies within the States. 

It is, also, contributed to in serious measure by the lack 
of facilities for training skilled men for the work of detec- 
tion, apprehension and prosecution of accused persons, and 
by similar lack of facilities for the study and supervision of 
certain types of criminals capable of rehabilitation. 

It is important, too, that we recognize clearly the in- 
creasing scope and complexity of the problem of criminal law 
administration. Undoubtedly there are unfortunate aspects 
of our national life which seriously threaten the American 
home, increase the danger of juvenile delinquency and multi- 
ply offenses against the good order of society. 

The regulation of the illicit traffic in drugs, the preven- 
tion of commerce in stolen goods, and generally, the inter- 
state character of offenses attributable to the roving criminal 
have presented national problems against which primitive 
forms of law enforcement are relatively powerless. 

It is equally necessary that we realize the importance 


of common action all along the line—starting with crime 
prevention itself and carrying this common action all the 
way through to prosecution and punishment. 

Effective detection of criminals may be rendered useless 
by ineffective prosecution or by unintelligent judicial dis- 
position. Beneficent and promising procedures, such as 
probation and parole, may become actually sources of danger 
if ignorantly or indifferently administered. So, too, reliance 
on mere repression cannot take the place of intelligent train- 
ing and guidance of youth. 

We have come to a time when our need is to discover 
more fully and to direct more purposefully into useful chan- 
nels that greatest of all natural resources, the genius of the 
younger generation. Crime is a symptom of social disorder. 
Widespread increase in capacity to substitute order for dis- 
order is the remedy. 

This can come only through expert service in mar- 
shaling the assets of home, school, church, community and 
other social agencies to work in common purpose with our law 
enforcement agencies. We deceive ourselves when we fail 
to realize that it is an interrelated problem of immense dif- 
ficulty. Scientific research, highly trained personnel, expert 
service are just as necessary here as in any field of human 
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endeavor. To the extent that we provide, instead, un- 
scientific methods, poorly trained personnel and _hit-or-miss 
procedures, we may expect bungling, heart-breaking results. 

I am delighted, therefore, that the Attorney General 
has called you together for this conference. The country 
knows that under his leadership we are getting better results 
than ever before. 

It is heartening and reassuring to the people of the 
United States that you have gathered here for this purpose. 
They are looking to you for guidance and intelligent leader- 
ship. ‘They have a right to expect from you a constructive 
program of action in which they as individuals, and col- 
lectively as communities and organizations, may participate. 
It should be a challenge to you to respond to these expecta- 
tions. 

The task of this thoroughly representative conference 
is twofold. 

First, I ask you to plan and to construct with scientific 
care a constantly improving administrative structure—a 
structure which will tie together every crime-preventing, 
law-enforcing agency of every branch of government—the 
Federal Government, the forty-eight State Governments and 
all 9f the local governments, including counties, cities and 
s. 
Your second task is of equal importance. It is one that 
annot be finished in Washington in a week. An admin- 
istrative structure that is perfect will still be ineffective in 
jts results unless the people of the United States understand 


the larger purposes and cooperate with these purposes. 

I ask you, therefore, to do all in your power to interpret 
the problem of crime to the people of this country. They 
must realize the many implications of that word “crime.” It 
is not enough that they become interested in one phase only. 
At one moment popular resentment and anger may be roused 
by an outbreak of some particular form of crime such, for 
example, as widespread banditry; or at another moment, 
of appalling kidnapings; or at another of widespread drug 
peddling; or at another of horrifying lynchings. Lynching, 
unfortunately, is no longer confined to one section of the 
country. 

It is your positive duty to keep before the country the 
facts in regard to crime as a whole—great crimes, lesser 
crimes and little crimes—to build up a body of public opin- 
ion which, I regret to be compelled to say, is not in this day 
and age sufficiently active or alive to the situation in which 
we find ourselves. ; 

I want the backing of every man, every woman and 
every adolescent child in every State of the United States 
and in every county of every State—their backing for what 
you and the officers of law and order are trying to ac- 
complish. 

The sustained interest and assistance of the organiza- 
tions here represented can become a public service of high 
significance in the social life of the nation—a service to 
wich the American people, I am confident, will not fail 
to respond. 


Important Questions of National Policy 


By ALFRED P. SLOAN, JR., President General Motors Corporation 


Address delivered before Illinois Manufacturers’ Association, Stevens Hotel, Chicago, Ill., December 11, 1934. 
Broadcast over National Broadcasting System. 


R. PRESIDENT and Gentlemen: 
M First let me express my appreciation of your 

kind invitation to be with you on the important 
occasion of the annual dinner of your association. With all 
the confused and contradictory thinking that exists at the 
moment, and the still greater confused and contradictory 
action with respect to that thinking, it takes a considerable 
amount of conviction to say anything about anything. On 
the other hand, I feel that there rests a distinct duty—a 
definite responsibility, on each of us to contribute what we 
can, based upon our individual sphere of experience and out- 
look, to the forum of public opinion. For the more our 
people discuss and debate the issues of the day, the surer and 
wiser will be the conduct and guidance of our national af- 
fairs. Today we have too much of one type of thinking— 
it is essential that we broaden the basis of our discussion. 
That is the attitude of mind and the spirit that prompt me 
to impose myself and my viewpoint on your patience for a 
few minutes this everting. ; 

You will grant, I am sure, that as our national economy 
becomes more and more involved, the margin of error in 
which we can operate and maintain our economic equi- 
‘librium, to say nothing of making progress, is being con- 
stantly narrowed. There are no longer new frontiers for 
development. If we are to remain a democracy in fact— 





and that certainly is our desire and intention—it is essential 
that, through the process of education, we develop a better 
understanding of not only all the factors involved in our 
complicated national economy, but also the economic con- 
sequences of the things that we do as well as the things that 
we do not do, as influencing the lives and happiness of our 
people. Still again, and more importantly, we must develop 
a full recognition of the fact that no individual or nation is 
strong enough to overcome for long the irresistible forces of 
the economic law. 

Before we attempt to crystallize our position with re- 
spect to the important questions of national policy that con- 
front us, we must first ask ourselves :—What is our thinking 
with respect to the possibilities of the future? 

Around this point, two lines of procedure develop—two 
choices appear to be open to us. We can call a halt on 
progress. This means we must stop scientific research, for on 
scientific research progress is founded. We must stop tech- 
nological advance, which capitalizes scientific research, until 
these factors no longer impose stresses and strains on the eco- 
nomic structure and the functioning of the social order. On 
the other hand, we can throw into the solution of this great 
problem our traditional American faith in our ability to do 
anything that ought to be done, to the end that we shall be 
able to make such essential adjustments as will permit us to 
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take full advantage, economically and socially, of the tre- 
mendous opportunities that are offered by the development of 
science. To my way of thinking, the first course is impos- 
sible from the standpoint of everything that is American. It 
is to admit that we have been destroyed by our ability to 
create; that we have been strangled by our own success; that 
we are no longer capable of dealing with the means which 
science and technology have provided, not only for emanci- 
pating mankind from poverty, drudgery and insecurity, but 
for continually adding to the fullness of our daily lives. On 
the contrary, if we adopt the second course, we demonstrate 
our firm belief that the world is by no means finished—that 
we are, in fact, greater than our own creations; that we are 
masters of our own destinies; that our progress is only lim- 
ited by our willingness to make the sacrifice that is essential 
to progress. 

If we review dispassionately, with an open mind, the 
effect and implications of those things that we have done, in 
a national way—done with the most sincere intention and 
the most earnest desire to lift ourselves out of the morass in 
which we find ourselves, in the exercise of which we have 
displayed unusual courage and ingenuity, certain of these 
experiments would be found contradictory to one another, 
to the principles which we have been proud to call Ameri- 
can, and on the basis of which we, as a nation, have become 
what we are, and inconsistent even with what we have un- 
derstood to be natural economic law. Such a result could 
hardly be otherwise in the great maze of conflicting emotions 
that has engulfed us. I am convinced, however, that it now 
becomes our clear duty to examine calmly, with an open 
mind, what is going on. We need to contribute what we can, 
in a cooperative and friendly way, to the determination of 
what is good and what is bad—to separate one from the 
other. ‘That is the spirit with which I am dealing this eve- 
ning with certain of industry’s problems. 


If we are to analyze, in an orderly manner, our present 
situation, it is essential that we should first determine what 
our forward objective really is. To may way of thinking, 
that objective might be stated in the following: 


Progress is measured by the advancement and well 
being, socially and economically, of the American worker— 
those who work either for wage or salary—those who are 
dependent upon their own individual effort. 


I believe this objective to be in harmony with the desires, 
the hopes, and the ambitions of every one of us—the most 
selfish, the most liberal. There are none who should not sub- 
scribe to this objective. It certainly should be acceptable to 
the American worker. It is distinctly in harmony with the 
sincere efforts of those who believe social reform more im- 
portant than ecénomic recovery. It meets the necessities of 
the capitalist whose very existence lies in an opportunity for 
the employment of his resources. 

If we are right in our thinking that this is the real 
objective for which we are struggling, then that objective 
presupposes that the worker must have a job. He should 
have more than a job. He should have a job that provides 
the maximum possible regularity of employment. He should 
have a wage or salary, as the case may be, properly balanced, 
economically speaking, with all the various factors involved 
in his employment. The continuity of a job presupposes an 


employer, and a business offering a reasonable opportunity 





of a fair profit, and let us not forget that the assurance of a 
fair profit is essential to the assurance of a fair wage. But 
even this is not enough. There must be encouraged, in the 
broadest possible way, the pioneer spirit—the urge to take a 
risk in something new, something better, something different 
—thus to create new and better jobs—a contribution toward 
the objective we have in mind, and an essential corollary of 
technological progress. 

It seems to me vitally important, in the process of ad- 
vancing toward our objective, that we develop a formula 
to guide us intelligently in determining what we should do, 
as well as what we should not do, in our efforts toward in- 
dustrial recovery. Much confusion in thinking, much con- 
tradiction in action, and much wasted effort will thus be 
avoided. To my mind, such a formula might be expressed 
as follows: 


First. Progress toward our objective is measured by our 
ability to reduce the real cost of goods and services. 
Second. We must maintain the broadest possible spread 

between income and the cost of the necessities of 


life. 


Let us take a moment to explore the implications of the 
proposed formula in its broader economic aspects. By “real 
cost” I mean cost as expressed in terms of other goods and 
services rather than in terms of any medium of exchange. 
The first part of our formula implies the importance of ef- 
ficient management based on technological progress. ‘The 
second part relates to the distribution of the wealth created 
by industry. There is raised sharply the issue, and there is 
definitely defined, the demarcation between the theory of 
plenty, as distinguished from the theory of scarcity. To raise 
real prices, as a general policy, is necessarily to restrict pro- 
duction—to increase unemployment, hence less jobs—not 
more jobs, for the American worker. To limit the income 
of the American worker, and at the same time to raise real 
prices, is to confine his purchasing power to the necessities of 
life, perhaps to a bare sustenance. This is nothing more nor 
less than a policy of poverty for all. To my mind, this is 
not intelligent progress—it is reaction. It is unintelligent 
retreat. It is the subsidizing of inefficient thinking. On the 
contrary, to reduce real prices means more goods, more ser- 
vices, more jobs—a higher standard of living. That is, 
and that should be our objective. It is a reasonable demand 
in this age of science and technology. 

The use of the proposed formula as a yard stick, in de- 
termining progress toward our objective, opens up a wide 
range of applications, too numerous even to mention in the 
short time at our disposal. It is necessary that we confine 
our discussion to a limited number of problems in which we, 
in jndustry, are specifically interested. 

Let us consider first the hours of employment. We 

ave reduced the hours of employment, and we have in- 
creased the hourly wage—the pay envelope, as a general 
policy, remaining the same. As a result, we have raised the 
real costs of goods and services, but we have not raised the 
purchasing power of the American worker in proportion. 
We have not only limited but, in too many cases, we have 
destroyed his ability to consume the goods and to use the ser- 
vices that are an essential part of the American standard of 
living and in the creation of which there is a tremendous 
potential reservoir for employment. We have reduced, not 
increased, the total number of man hours of employment. 
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We have done this with the sincere conviction that there is 
only a definite amount of work available in this world of 
ours, and that the problem of unemployment is solved by 
dividing the number of jobs by the number of available 
workers. On all these counts, according to my thinking, we 
are wrong. We should not further reduce the hours of em- 
ployment—they should be increased. In so doing we in- 
crease the size of the pay envelope, and we restore to the 
American worker a spread of purchasing power above the 
necessities of life, to enable him to consume more goods and 
to use more services, thereby creating more jobs for more 
workers. In doing this, howe: 2r, we must recognize that a 
problem arises—a very important problem. We must con- 
tinue to provide ways and means of taking care of those un- 
employed during the process of evolution of our program, 
but this injects no new problem nor added burden. It is an 
essential step toward the elimination of. that burden as it 
now exists. 

To avoid any misunderstanding, it must not be pre- 
sumed that shortening the hours of labor is undesriable or 
inconsistent with our objective, over the long pull, but that 
process is one of evolution, not revolution. Reduction in the 
real cost of goods and services is the inevitable by-product of 
technological advance. It should be capitalized in two ways: 
—In increasin® the hours of leisure, hence promoting the 
social advancement of the worker; and in expanding con- 
sumption, resulting in the creation of additional employment 
through the instrumentality of lower prices, thus promoting 
the economic welfare of the workers as a whole. 

Notwithstanding what appears to be a perfectly simple 
problem, with a perfectly self-evident answer, what do we 
have before us at the moment? We have an important and 
insistent demand for further reduction in hours—for a man- 
datory thirty-hour week, to be specific—with resulting further 
increase in the cost of goods and services, further limitations 
in the ability to consume those goods and services, less jobs 
for American workers. Let us hope that in the final analysis 
better counsel will prevail. Let us hope that this particular 
experiment can be avoided. Let us relegate to the museum 
of economic monstrosities the theory of scarcity as a factor in 
promoting industrial recovery. 

I am convinced that our usual approach to the @e- 
termination of the wage scale is both unsound and uneco- 
nomic, and in order not to prejudice the discussion, I want 
to again say, that 1 am directing my remarks solely to the 
advancement of the well-being, socially and economically, of 
the American worker. First, we look upon the wage scale, 
when estabilshed usually under the conditions of prosperous 
times, as sacred—something not to be disturbed for patriotic 
reasons, irrespective of conditions. That is wrong.  Sec- 
ondly, sometimes the wage scale is established as a result hot 
of free bargaining between the employer and the employee, 
but under circumstances in which force, too frequently, is a 
dominating factor. That is wrong. Thirdly, there has re- 
cently been injected into the picture the political considera- 
tion. That is worse than wrong. As a matter of fact, the 
wage scale is an economic question, and in recognizing it as 
an economic question, and dealing with it as such, to that 
degree do we promote the social and economic position of the 
American worker. High wages are a corollary of prosperity. 
High wages do not create prosperity—neither do high wages 
of themselves accelerate recovery from depression. An in- 





flexible wage scale freezes the process of recovery. The best 
wage scale is that which permits the fullest productivity ; the 
maximum number of jobs; the largest total of wage pay- 
ments. A wage level lower than that may mean the un- 
justifiable exploitation of the worker. A level higher than 
that tends to throttle down the industrial machine—fewer 
jobs, more unemployment. A fundamental point, almost 
universally overlooked, is that the price at which a worker 
can sell his labor is limited to the price that some employer 
can afford to pay. 

The theory of the minimum wage appears to be ac- 
cepted as a desirable factor in our economic set up and in 
its broader aspect there is much to justify its adoption. To 
my mind, its desirability is predicated upon the intelligence 
with which we deal with it. We must recognize its in- 
flexibility. We must recognize its relationship in the varia- 
tions that exist in the markets of labor and in the important 
differences in efficiency of the various classes of labor, in- 
dividually and collectively. We must recognize that the jin- 
dustrial machine of the United States has been built up dur- 
ing a period approaching one hundred years through an in- 
finite number of adjustments and compromises throughout 
the whole economic structure and now involves most intricate 
and involved relationships. To upset the economic balance 
must be looked upon as a hazardous undertaking. 

There is no problem in which, at the moment, greater 
confusion and misunderstanding exists than that which I 
should like to refer to as the human relationships of industry 
or the relationship of the employer with the employe. Super- 
imposed on the problem as it has existed from the very be- 
ginning of industry, is the added complication recently in- 
jected into the picture through the National Industrial Re- 
covery Act. We can look at the question from two stand- 
points; either from the broad standpoint of social policy and 
equity to the worker, as a vital part of the economic ma- 
chine, and having fully in mind our objective to advance 
the social and economic well-being of that worker; or we can 
look at it from the standpoint of the practical facts as they 
exist at the moment, in a world influenced by individual 

pirations and prejudiced by the selfishness of indiivdual in- 
terests. 

Dealing with the first phase of the question, let me 
most earnestly point out that, from the fundamental stand- 
point of our formula—the lowest cost of goods and services 
—looking toward the achievement of our objective, there is 
nothing more important than the establishment and main- 
tenance of an effective working relationship between em- 
ployer and employe, in which the rights and interests of each 
may be mutually understood and kept in equitable adjust- 
ment. A happy and contented employe, with a reasonable 
assurance of a job, and with the maximum possible con- 
tinuity of employment, means increased efficiency and ef- 
fectiveness throughout the whole production machine, and 
even more importantly, exerts a stabilizing influence on our 
whole social structure. All industry is dependent upon the 
ability of the consumer to buy. The time has long since 
passed when the few can consume the production of the 
many. Wage earners and salaried employes represent the 
great mass of consumers whose buying power rests upon the 
wages and salaries they receive from the productivity of 
industry and trade. There is a direct relationship between 
business in general and workers in general, as consumers of 
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industry’s products. Unfortunately, many apparent conflicts 
arise, but, fortunately, and I say this most sincerely, analysis 
demonstrates that by far the great majority of those conflicts 
are traceable to a lack of mutual understanding, or a lack 
of appreciation of the facts, or too short-sighted viewpoint 
on one side or the other. In most part, they are psychological 
in character, and trivial so far as their economic significance 
is concerned. Progress in this important relationship can 
only be made to the extent that enlightened employers and 
enlightened employes realize that they have a community 
of interest and that community of interest dictates the wisdom 
of maintaining the highest possible degree of cooperation and 
the most harmonious of relationships. 


I do not think any enlightened employer will disagree 
materially with what I have just said, either from the stand- 
point of equity, or from the soundness of its philosophy, but 
progress is only possible through the application of our 
thinking in definite action. Here undoubtedly difficulty 
arises. We must have an instrumentality to promote, in a 
practical sense, the mutual understanding that is so essential 
to enlightened employer-employe relationships. I am con- 
vinced that from every fundamental standpoint, the real 
interests of both the employer and the employe can be best 
promoted through what is generally understood to be the 
Works Council Plan. An important step toward our ob- 
jective lies in that solution of the problem. It can not be 
denied that the great majority of problems in which the 
employer and the employee are vitally concerned revolve 
around the specific conditions of individual employer-employe 
relationships. Our ability to deal intelligently with any ques- 
tion is importantly enhanced by intimate and complete knowl- 
edge of all the elements involved. For all these, and many 
other reasons, the consideration of which is prevented by 
lack of time, I am convinced that the real answer to the 
question is, as I have stated, the Works Council Plan. 


But an important consideration arises:—Can the inde- 
pendence of the employe be established and maintained with 
respect to his relationship with the employer? Can the plan 
be made to prove effective as an instrumentality of properly 
discharging the responsibility for which it is created? As 
in all other relationships, much depends upon the enlightened 
viewpoint of the contracting parties. To an important degree, 
we are developing a new frontier. We must not expect too 
much in too short a space of time. Irrespective of the means 
of solution, industry has a tremendous problem in readjusting 
the attitude of mind of its management in harmony with 
the philosophy that I have outlined, and in accordance with 
the spirit of today—let us not forget that, for it is a real 
problem. The seed, however, has been sown, and I am abso- 
lutely confident that, through evolution, the solution of the 
problem that I have proposed will demonstrate itself as the 
most constructive solution, both economically and socially. 

However, my individual viewpoint on this vital problem 
of industry could not be better expressed than in the 
statesmanlike pronouncement made by the President of the 
United States with respect to this very question, at the time 
of his announcement of the appointment of the Automobile 
Labor Board, with respect to which he said the following :— 

“In the settlement just accomplished, two outstanding 


advances have been achieved. In the first place, we have 
set forth a basis on which, for the first time in any large 


industry, a more comprehensive, a more adequate, and a 
more equitable system of industrial relations may be built 
than ever before. It is my hope that this system may de- 
velop into.a kind of Works Council in industry in which 
all groups of employes, whatever may be their choice of 
organization or form of representation, may participate in 
joint conferences with their employers, and I am assured 
by the industry that that is also their goal and their wish.” 


In my judgment, industry should not only have the right, 
but should demand full opportunity to demonstrate, un- 
hampered by the restriction of legal regulation and on the 
basis of experience, that method that serves best to promote, 
in the broadest way, the welfare of the greatest number; 
that is a human approach to the problem. 


Let us consider the alternate phase of this question. It 
is only equitable that we should do so, without prejudice 
and with an open mind. Will the social and economic welfare 
of the American worker—our objective—be further enhanced 
if we adopt, as an instrumentality of employer-employe re- 
lationships, in place of the Works Council, a national organi- 
zation—an outside interest as against an inside interest? If 
the answer is “yes,” then that is the route we should follow. 
I have already pointed out the fact that employer-employe 
relationships are individual in character—got national in 
scope. If we follow the outside route, there is only one 
result—the domination of the American worker. He is no 
longer free and independent. He will be compelled to pay 
a price for his job. A National Union implies the closed 
shop. The closed shop is an agreement to employ exclusively 
the members of a particular union. There will be entirely 
ignored the principle that “collective responsibility” is an 
essential corollary of “collective representation.” I am en- 
tirely out of sympathy with the principles and implications 
of this course of procedure. 

Now, why am I out of sympathy with this solution of 
the problem? First, I believe that workers should be free. 
Their right to work should not depend upon their member- 
ship in a labor organization. Second, it is axiomatic in 
employer-employe relationships that organized labor, as such, 
can never be satisfied. It can not afford to be satisfied, for 
being dissatisfied is the very foundation of its continued 
existence. It is the necessity of never stopping in its demands 
that forces leaders of organized labor to exert an unsound 
and uneconomic influence on our whole national economy. 
We do not need to look far afield to see evidences of 
this fact. 

Another and very important question arises in this 
matter of the human relationships within industry. We have 
definitely recognized the essential part that the worker plays 
in our national economy. We have accorded him the repres- 
entation to which his responsibilities entitle him—all in line 
with the principles of true democracy. We have protected 
the right of representation by prohibiting any limitations of 
such rights on the part of the employer through the exercise 
of coercion, unfair influence, or any other way. This is all 
as it should be. On the other hand, is it not reasonable to 
accord to that same worker the same right of protection 
against the exercise of coercion and frequently violence from 
other sources? Should not the law of the land defend that 
worker’s right to work? Why should the law, before which 
all are supposed to be equal, single out the employer as the 
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sole possibility for the exercise of coercion and unfair influ- 
ence? My good and able friend, Donald Richberg, tells us 
that all this is a matter of common law. I am not contending 
that it is not, but it seems to me only reasonable if we are 
to so adequately define the responsibilities and limit the 
action of the employer with respect to this vital question, 
for the same reason, and with the full force of the same law, 
we should define the responsibilities and limit the action of 
all other influences. Let us be fair in all things. 


I wish that time permitted the discussion of many of 
the other vital problems involved in this particular phase of 
industry, such as old age pensions; the decentralization of 
industry ; unemployment insurance, involving the importance 
of continuity of employment as effecting the efficiency of 
the industrial machine, as well as the welfare of the worker, 
but it is impossible. I might say, however, that involved in 
the last named problem is the very difficult influence of the 
seasonal demand which affects, directly or indirectly, practi- 
cally every part of the production machine, and over which 
problem industry, as a producer of goods and services, has 
relatively little influence. The automotive industry is involved 
in this question, although not to the same intensive degree, 
as are other industries. During the past year, in accordance 
with a commitment which the automotive industry made 
with the National Industrial Recovery Administration, an 
intensive study has been under way by the industry, founded 
upon a firm determination to make such contribution as is 
in its power, toward greater security for the worker; greater 
continuity of employment; hence increased yearly earnings, 
and a greater spread between income and the cost of the 
necessities of life, as prescribed by our formula. It is to be 
hoped that definite conclusions. with respect to possible 
progress toward this objective, will soon be forthcoming. 


A few words about the question of the price of indus- 
try’s products. There has been much discussion with re- 
spect to the economic justification of the fixing of industrial 
prices. Many industries, through the instrumentality of the 
so-called “codes” have developed formulas which, stripped of 
all verbiage, result in nothing more nor less than the sus- 
pension, in whole or in part, of the effects of competition, 
hence a higher price for goods and services. 


It would be most unfair to such a tremendously impor- 
tant economic question, to pass upon that question without 
a complete discussion, preceded by a profound study of all 
the factors involved, particularly giving weight to the radi- 
cally different circumstances which exist in the numerous 
branches of industry which comprise our complicated eco- 
nomic structure. However all this may be, out of this 
highly involved picture one principle arises, which, to my 
mind, overshadows all else in importance. This principle 
is not limited to the application of the question to industry 
as a producer of goods, but applies equally well throughout 
our whole structure of useful endeavor—goods and services 
as well. This principle is clearly indicated in the first part 
of out formula which implies, that however the price level 
of our goods and services may be established, whether 
through the influence of uncontrolled competition or as un- 
controlled competition may be modified in the interest of our 
national economy as a whole, it is vitally essential that the 
price level be established on the basis of the most economic 
set-up, and this means the most economic set-up not only 





within any particular industry, but the most economic set-up 
within all competing industries. Only by so doing can we 
bring our goods and services within the reach of the great- 
est number of buyers. Only by so doing can we promote in 
the highest degree the social and economic welfare of the 
great mass of American workers. 


Examination of many of our codes indicates that other 
considerations have taken precedence to that of the lowest 
cost. We have given too much consideration to what already 
exists. We have been looking backward rather than for- 
ward. We have penalized all for the benefit of the few. 
The demands of our national economy and of our objective 
require that we assure the consumer the benefit of the high- 
est standard of efficiency in management, superimposed on a 
foundation of the most advanced technological development 
in the form of the lowest economic price. It is a false doc- 
trine to attempt to perpetuate the inefficient, or to fail to 
recognize obsolescence. We should do everyhing possible to 
accelerate obsolence for therein exists a vital necessity—an 
important potential reservoir for profitable employment, and 
indirectly a contributing factor toward a higher standard of 
living. 

I am concerned, as you must be, as to the increasing bur- 
dens that industry is being called upon to carry. It seems 
hardly necessary to point out, but the fact is too frequently 
overlooked, that industry alone creates wealth; that Govern- 
ment through taxation and by borrowing consumes wealth 
either already created or to be created in the future. The 
more the Government consumes, the greater the burden 
thrown on industry. The greater that burden the more we 
limit its ability to contribute to the social advancement of 
our people. Too little consideration is given to the economic 
consequences of the continually added burden being placed 
upon our industrial machine. If we are to be guided by the 
thinking of the moment, we reach the conclusion that the 
problem is not to determine what burden industry should 
carry in the interest of all concerned and in harmony with 
the objective for which we are struggling, but, on the con- 
trary, we are apparently trying to think of all possible things 
with which we might burden industry, particularly in a time 
when industrial recovery is so essential and when encourage- 
ment is such a vital factor in recovery. And too frequently 
we are actuated by political consideration. To my way of 
thinking, it is inevitable that sooner or later there must come 
an accounting, and I hope that that accounting will be no 
more serious than a recognition of the fact that out of such 
excessive exactions there can only be one result—less produc- 
tivity, reduced number of jobs, an increased amount of unem- 
ployment, a lower standard of living. 


There are many other relationships of industry—the 
production machine—with respect to its responsibility in our 
scheme of national economy, that I should have liked to 
touch upon, but lack of time makes it impossible. Let me 
say, in closing, that I am among those who believe that the 
forces that have contributed to the world’s depression were 
largely spent during the summer of 1932, that the elements 
of recovery then began to assert themselves. A cyclical eco- 
nomic disturbance presents an irresistible economic force that 
sooner or later must assert itself, but it can be accelerated 
or retarted, mitigated or enhanced, by wise or unwise action. 
During the whole depression, in spite of the problems that 
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have come with it, I have never lost faith. I still have faith 
in the tremendous opportunities of the future. I do not 
think that either you or I have a broad enough imagination 
to visualize the wonders of that future. I do not subscribe 
to the thinking that our industrial machine, as it exists today, 
is over-expanded. There is a tremendous unsatisfied demand 
on the part of millions for the products of today, to say 
nothing of the products of tomorrow. To my thinking, it 
would require years for our entire productive capacity to 
reconstruct our standard of living to what it used to be and 
to what it ought to be. 

_ I am encouraged at the moment, as I believe you should 
be, by the increasing respect that is developing for the ability 
to create—for those who provide the payrolls that make the 
wiieels go around—the production payrolls as distinguished 
from the synthetic payrolls—and the increasing lack of confi- 
dence in the thinking that has prevailed—and that still too 
widely prevails—that the way back to prosperity is to spend 


more and to work less. Today the magic possiblities e\ 
industrial regimentation and the so-called planned economy, 
no longer cast the spell of yesterday—that spell is broken. 
That is the most important thing that has happened. It is 
real progress. Men are becoming increasingly aware that 
the strongest instrumentality of revival and reconstruction 
is the existing system of free enterprise. In the development 
of that belief we are not turning to the left nor to the right 
—we are going forward—we are simply recognizing, in that 
belief, the only road that we can possibly follow. The real 
problem is how much and in what way can the system of 
free enterprise, which has made America what it is today, 
be stimulated and how at the same time can the recognized 
errors and deficiencies be compensated, thus bringing all into 
a harmonious whole. It is a difficult question, but it must 
be solved, and I have sufficient faith in America to believe 
that it will be solved. 
I thank you and appreciate your kind attention. 


Planning and Controlling 
Business Activities 


By DONALD R. RICHBERG 
Executive Director, National Emergency Council, Before the Members of the National 
Association of Manufacturers at the Waldorf-Astoria, New York, 
W ednesday, December 5, 1934 
Broadcast over stations WJZ & WHN. 


gram of business recovery which may have far-reaching 

consequences. Although primarily concerned with one 
economic interest, you have expressly recognized that the 
welfare of each element of our society “is so interrelated 
with that of the others that no one can long prosper at the 
expense of any other.” 

When I read in your proposal entitled “The Road of 
Recovery” the statement, “All must go up or down to- 
gether,” my mind went back to the year 1912, when that 
very phrase was the slogan of Theodore Roosevelt in a cam- 
paign for the establishment of political principles, which a 
conservative opposition then denounced most vehemently and 
inaccurately as “socialism.” With this recollection came to 
me a renewed hope that in time the purposes and policies of 
the Administration of Franklin D. Roosevelt will be also 
fairly and wisely appraised by conservative men of affairs 
and will be generally recognized as bulwarks of our consti- 
tutional liberties and our democratic institutions in these 
critical years when the allied forces of reaction and revolu- 
tion have overthrown democracy in so many other nations. 

Let me take the text of my remarks from a sentence in 
the platform recently submitted by the board of directors of 
the National Association of Manufacturers: “No group of 
men is wise enough to plan and control the operations of all 
our manifold business activities.” That is a short and pow- 
erful statement of the reason for seeking the widest possible 
co-operation in the formulation and execution of plans for 


P SHIS convention has undertaken to formulate a pro- 


industrial recovery. The driving necessity which compelled - 


the Federal government, in the spring of 1933, to under- 


take a tremendous expansion of its activities is thus clearly 
stated in your platform. No group of bankers or industrial- 
ists, no farm or labor organization, could even devise an 
adequate program to restore prosperity. No group repre- 
senting one economic interest could carry out any plan with- 
out the co-operation of many others. 

Upon the Federal government was imposed these obli- 
gations: to restore a sound banking system; to bring about 
a necessary organization of industry and agriculture for self- 
help; to reduce financial pressures that threatened the ruin 
of vast numbers of individuals and institutions; to relieve 
the intolerable distress of millions of men, women and : 
children. 

If the Federal government had not courageously and 
vigorously mobilized our national energies, had not devised 
and carried forward measures of orderly recovery, the nation 
could not have risen steadily and peacefully out of the depths 
of the depression. Other nations faced with similar prob- 
lems either met their obligations with political solidarity in 
constructive action, or moved through political dissension and 
economic chaos into revolution and the restoration of law 
and order my a military dictatorship. In the light of these 
experiences American citizens can judge of the wisdom of 
their political leadership. 

The American people have recently expressed them- 
selves upon this subject, after a long political campaign in 
which many persons attempted learnedly or emotionally to 
explain why a successful administration had been a failure, 
and how we were recovering more slowly from the depres- 
sion than we would have recovered if the government had 
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done something different, or, perhaps, done nothing at all. 
But the saving principle of a democracy is that people in 
the mass have a common sense which is frequently lacking 
in those whose judgment is warped by the possession of too 
much power—or too much education. 

I read the other day an article by a college professor 
who has been assured from the beginning that all the New 
Deal measures are unsound, and who has been determined 
to prove it by assertions if he cannot prove it by facts. 
According to this critic “the AAA and the NRA reduced 
production, the PWA curtailed the demand for private 
financing . . . and the RFC absorbed a large part of the 
existing market for bank credit.” Not a word did he writs 
about the improved prices for agricultural products and the 
rising profits of industry; not a word about millions of 
workers re-employed and their increased income. He did 
not pause to explain how the PWA had curtailed a demand 
for private financing that did not exist before the PWA 
and was in no way affected by its public projects. Nor 
did he venture to explain how the existing market for bank 
credit was absorbed by the RFC when it loaned money to 
banks and railroads and other institutions that applied to 
the RFC because they could not get credit elsewhere. 


It is pitiful to think that experienced business men 
should expose themselves voluntarily, or that college stu- 
dents should be exposed involuntarily to such mental poison- 
ing, or that any one should shudder at the professor’s threat 
of the next experiment which he says, “Mr. Richberg of the 
AAA will inflict upon American enterprise.” Of course 
there is no “Mr. Richberg of the AAA”; but that casv~| 
misstatement indicates fairly the absence of accurate informa- 
tion within that ivory tower where the professor reviews 
and scorns the work of the Administration. 


The reason I refer particularly to this article is because 
it exhibited a malicious purpose which I think should be 
condemned by every business man and banker who realizes 
that co-operation and mutual confidence between government 
and business is absolutely essential to a sustained economic 
recovery through the advance of private enterprise. This 
article was written for the purpose of ridiculing and under- 
mining that hope of improved relations between the banks 
and the Federal government which rose out of the recent 
annual meeting of the American Bankers Association in 
Washington. 

When the partisan wrangling and confusion of a 
national election was ended, in November, conditions were 
ripe for a strong advance of private business. The emer- 
gency measures, passed in the specia! and the regular sessions 
of Congress, had been seasoned by months of experience. 
Relief from financial pressures and unemployment distress 
had been achieved and organized for the future. The nation 
was clearly recovering from a grave economic illness. The 
time had arrived when private enterprise should begin to 
lift the load of unemployment from the shoulders of the 
government. If business men were ready to move ahead 
and private bankers were prepared to encourage and support 
them, then the government might wisely plan to contract 
its activities and expenditures and further to stimulate the 
advance of private enterprise. 

The meeting of the American Bankers Association 
furnished a new inspiration to all those who saw in the end 
fault-finding and in the beginning of a constructive co- 


operation between business and government, the shortest, 
surest road of industrial progress. Yet many of those who 
had most loudly clamored for something to inspire confidence 
were, like this critical professor, eager only to sneer at and 
to belittle any evidence of a better understanding between 
the bankers and their government. 

One conclusion seems inevitable: those who try to 
attribute all our ills to lack of confidence in the govern- 
ment are proving themselves to be those in whom the gov- 
ernment itself can have but little confidence. If there is to 
be co-operation in economic recovery, it must come from 
those who have faith enough in their government and in 
themselves to stop complaining and put their shoulders to 
the wheel. The man who spends his days and nights in 
finding fault with every public official, in sneering at every 
effort to serve the general welfare, and then howls for some- 
thing to give him confidence, ought to spend a few min- 
utes every day looking at himself in a mirror and asking 
himself what he is doing to inspire any one else with any 
confidence in him. 


May I say with all due respect that I read with sur- 
prise and disbelief a statement of your board of directors 
that commitments would be undertaken “only if business 
men believe that it will be safe and profitable to operate.” 
My mind slipped back over the history of a few thousand 
years of trade and commerce—over the stories of traders 
who dared the perils of the sea in little sailing vessels, and 
who explored strange, dangerous lands; the adventurers who 
risk life and fortune to win wealth, to open up new avenues 
of commerce and new fields of trade. Coming down to 
more modern times, I thought of the pioneers of America 
who blazed trails through the wilderness, laid railroads 
across the continent, built cities around new industries and 
spent their energies and their money in finding and devel- 
oping the natural resources of the nation. 


Within the span of my lifetime I could remember bil- 
lions of dollars and millions of lives which were ventured 
in new enterprises, in exploiting new inventions, that gave 
us electric light and power, telephones, airplanes, radios, 
moving pictures. And so, with all due respect, I beg to 
disagree with any assertion that business stagnates except 
when it is safe and profitable to operate. On the contrary, 
I dare to assert that risk and adventure attract the only men 
who have any claim to greatness, or any right to leadership, 
in any line of human endeavor. 

Socialists, who idealize the protection of a paternal gov- 
ernment, may scorn my desire to see some elements of 
“rugged individualism” survive the degenerating influences 
of a machine-made civilization. But unless the business men 
of America have been shell-shocked into nervous impotence, 
there must come a time when they will respond to the fight- 
ing spirit of that old admiral who signalled: “Damn the 
torpedoes. Go ahead.” 

I read also, with some surprise, your statement that 
“until uncertainties as to public policies are removed, busi- 
ness commitments will not be made”; because I wondered 
under what form of government certainty as to public policy 
had ever been assured. Down through the ages, governments 
have risen and declined. They have been wisely and fool- 
ishly administered. But always they have been changing 
their policies and always it has been necessary for men to 
go on producing and exchanging goods and services. Al- 
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ways it has been necessary for the wealth of the community 
to be used in some manner or else it would rust away. 

Surely it must be realized that the laws, particularly 
of a democracy, are never static but always being rewritten 
in a continuing effort to influence the employment of the 
wealth and the man power of a nation in such a way as best 
to advance the general welfare; and that in the end the con- 
trol and direction of the business of a nation must go to those 
who have the ability and courage to organize and operate 
its business enterprises most effectively to meet the needs 
of the nation. 

What is the fundamental cause of the present expan- 
sion of the activities of the Federal government? It does 
not lie in the political ambitions or theories of a group of 
politicians. Doctrinaire Socialists have not inspired either the 
present Administration or the millions of voters who are 
supporting it. No reaching out for dictatorial power has 
incited this Administration to undertake its huge and over- 
whelming responsibilities. The stern necessity of temporarily 
taking care of millions of people who should have been sup- 
ported by private enterprise, and of safeguarding billions of 
dollars invested in private enterprise, has forced the Federal 
government into its emergency activities. 

It was the demonstration that private business was un- 
able to meet all of its responsibilities to all of the people that 
imposed new obligations on the government; and created a 
rising demand that the government undertake more and 
more. Against this demand the wailing of timid men that 
they dare not rehabilitate their plants, that they dare not 
expand their business or re-employ idle workers, until the 
safety of their operations is assured by the government, fur- 
nishes only an incitement and justification of further exten- 
sions of the protecting and controlling powers of the state. 

It is not as one who rejoices in this trend but as one 
who fears it, that I beg of you to look upon what is hap- 
pening—not as the consequence of an evil design to socialize 
private property and to stifle individual initiative, but as 
the consequence of the falure of private initiative to develop 
adequate means of co-operative action in the employment of 
private property so as to provide employment for all those 
who must work in order that they may live. 

During this trying period there have been many, fearful 
of the extension of political controls over private business, 
who have argued that we should rely on what they called 
“natural forces of recovery.” Unhappily there are very few 
economic forces which can be accurately described as 
“natural.” The economy of a household, the political econ- 
omy of a nation is man-made, the product of human think- 
ing, and not the result of natural forces. 

When the human body is diseased it contains within it 
natural powers of recovery. When a storm sweeps over the 
land, when the cold of winter stops the growth of vegeta- 
tion, men may wait patiently for the storm to pass, or for 
s;.ing to come again, with the return of a natural period of 
growth. 

But if a man makes a machine and it breaks down no 
amount of patient waiting will start it going again. If a 
man tries to support his family by unprofitable labor the 
natural force of starvation may end their problem, but it will 
never produce recovery. If a community life depends on 
producing coal or cotton or manufactured goods for which 
there is no market, the community may achieve a natural re- 











covery. If it is to recover its economic health it must devise 
new ways of making a living. 

The enterprises of a nation designed for the production 
and distribution of the necessities of life may be so badly 
co-ordinated that vast surpluses can be produced but cannot 
be exchanged that billions of wealth and millions of workers 
can be idle at the same time. 

Economic systems, with their good and evil, are wholly 
man-made. ‘They are the product of human thought and 
energy. When one gets out of order only human beings can 
repair it; and they must work together, not separately on 
that job. 

Natural forces will destroy a people who develop and 
rely on a poor economic system. But never in the history 
of civilization have natural forces produced an economic sys- 
tem, or brought about an economic recovery. 

Probably few mature men today cherish the delusion 
that we can rely on any natural forces to produce economic 
recovery. Those who still cling to the tattered standard of 
laissez faire economies and talk vaguely about these non- 
existent “natural forces,” presumably mean that they believe 
in an irresponsible, haphazard private organization and con- 
trol of business and are opposed to any planned organization 
and control. It will aid us in clear thinking if we state the 
issue this way and leave “nature” out of the debate—except 
so far as we must all reckon with human nature. 

In this debate I must confess my prejudice against the 
arguments proceeding from either the extreme right or the 
extreme left. To those who lay faith in the ability of busi- 
ness men voluntarily to co-operate with their competitors in 
producing a well balanced system of production and ex- 
change I would say in a well known phrase: “Let’s look at 
the record.” ‘To those who lay faith in the ability of a 
political authority to do the job I would make the same 
reply. 

First, let us look at the record of private business. It 
is quite true that through the rewards held out to private in- 
itiative, through the growth of private enterprise under the 
incentive of private profit, we have achieved a great advance 
in the comfort and well being of great masses of people. It 
seems clear to me that the sense of freedom and security 
which comes from the ability to acquire private property and 
to control one’s own affairs is one of the greatest inspirations 
of human ambition and a continuing assurance of human 
progress. 

On the other hand, the expansion of individual power 
and authority, resulting from modern mechanisms for the 
concentration of wealth in vast commercial enterprises has 
imposed social obligations upon the owners and controllers of 
private property which although not yet written into law, 
must be accepted now as public responsibilities, and must 
eventually be enforced as legal obligations. Your organiza- 
tion has expressly recognized these responsibilities, and I may 
assume that you would gladly have them translated into 
legal obligations if you did not fear that a political control of 
industry might be the result. 

Every conscientious business man in the period of the 
depression has done his best to fulfill these public respons- 
ibilities; but because they were not legal obligations his task 
has been made well nigh impossible by the pressure of un- 
restrained competition. The NRA launched an heroic effort 
to establish co-operation for the common good in a com- 
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petition for private gain. Under codes of fair competition 
we sought to establish minimum labor standards that would 
eliminate a ruthless struggle for business survival through 
overworking and underpaying labor. We sought to deny 
any advantage from dishonest trade practices, to stop de- 
structive price cutting and reckless overproduction, in a 
word, to civilize industry so that it might offer something 
better than the cannibalistic choice of eating or being eaten. 

The NRA has accomplished a great deal in the im- 
provement of trade and industry, in the betterment of labor 
conditions and in the re-employment of idle workers. The 
facts are available to all who care to study them. They have 
been reviewed too often for me to waste your time this 
evening with vain repetitions. It is much more important 
on this occasion for us to admit candidly to each other that 
our experiment with industrial self-government demonstrated 
all too clearly that private business is not yet adequately 
organized for collective action and self-discipline; and that 
political controls are a poor substitute for voluntary co- 
operation. 

The record of the trade associations, upon which the 
Recovery Administration relied so hopefully in its infancy, 
has been, to put it mildly, disappointing. In the first place, 
we found few trade associations truly representative of an 
entire trade or industry; and even in the best of them the 
capacity for self-government was pretty weak. Probably in 
the long years of intermittent and uncertain enforcement of 
the anti-trust laws, it could not be expected that strong trade 
associations would develop. It was the early vision of the 
NRA that when trades and industries were integrated under 
codes of fair competition, a voluntary co-ordination of their 
activities could be worked out in the second stage of NRA 
through some sort of a national industrial council, which 
might attract to its deliberations the elder statesmen of busi- 
ness. Now we know that there is a long road to travel be- 
fore we reach that stage of economic process. 

We found that business men were theoretically opposed 
to government interference, but practically anxious to wield 
political power in the disciplining of their recalcitrant com- 
petitors. Thus, as usual, political power was beloved by 
those whom it favored and denounced by those on whom it 
frowned. 

Looking for a moment at the record of government, let 
it be noted that in the NRA we sought with a genuine zeal 
to avoid bureaucracy and red tape but nevertheless to use 
political power to weld together discordant, competing in- 
dividuals and groups into a co-operative business machine. 
And we found developing, in spite of ourselves, all the 
hampering restraints of rules and regulations made necessary 
by the complexity and intricate detail of the problems which 
piled up on the desk of every administrative officer. 


Now we face the future with the need of codes of fair 
competition and of their wise administration more plain than 
ever before, and with the difficulties of this achievement also 
made more clear. We see the foundations of a better eco- 
nomic system outlined in the principles which we have been 
seeking to make effective in the last seventeen months. We 
see also that if we are to succeed we must enlist the co- 
operation, not only of business management and the govern- 
ment but also of workers and consumers in any endeavor to 
promote the smooth and continuous operation of private 
enterprises in the service of the general welfare. 





If we are to count on co-operation in the development 
of a better industrial system we must first look for co-opera- 
tion in the writing of a permanent law in which all eco- 
nomic interests will be protected. The responsibilities of 
management in the conduct of business and the right of in- 
vestors are, of course, recognized. 

But any proposal that management alone should write 
codes of fair competition can hardly be accepted by a govern- 
ment charged equally with the protection of the interests of 
workers and consumers. Co-operation in industrial progress 
cannot be defined as the determination of policies and pro- 
grams by one element of our society and the conscription of 
the rest of the communiity in their fulfillment. 


The regimentation of a people under state control of 
industry is not consistent with the spirit of our democratic 
institutions. But even more antagonistic to our traditions 
would be the regimentation of masses of the worker-con- 
sumer population under the control of private managers. 


It is natural for each group of economic interest to 
develop its program along the lines of self-interest, modestly 
qualified by a minimum of public responsibility. But in the 
long run every increase of private power must carry with it 
an increase of public responsibility. The increased freedom 
of business men and of workers to associate themselves for 
the advancement of their common interest will impose upon 
them increased obligations to the public interest. The power 
of associated employers to control the livelihood of thou- 
sands of workers carries with it a responsibility for pro- 
tecting and advancing their standard of living. In like man- 
ner, the collective power of workers associated in labor or- 
ganizations carries with it a responsibility for the protection 
of the interests of those by whom they are employed. These 
moral responsibilities of today will be written down as the 
legal responsibilities of tomorrow. 






We are passing out of a period of unrestrained com- 
petition, wherein the guaranties of liberty written into the 
Constitution of the United States could be made good merely 
through insuring to each individual property owner and 
worker the opportunity to compete freely with his fellow 
citizen in the uses of his property, or the employment of his 
labor. 

Economic and social forces utterly beyond individual 
control are compelling us to choose between collective action 
through the voluntary association of individuals under po- 
litical safeguards for the protection of the public interest, or 
collective action brought about through political organiza- 
tion. 


We cannot conceive of an economic system which does 
not find its sanctions in a political system. The intimate 
relationship of government and industry is not a theory but 
a universal fact. 

Seventeen months ago in the very launching of the 
NRA, speaking here in New York City, it was my- privilege 
and obligation to point out that in the recovery act a great 
opportunity was offered to the business men of the nation 
through the processes of self-discipline, to accept and to ful- 
fill their responsibilities to the common good. With no 
threatening intent, but with a profound concern for the 
perpetuation of private enterprise, I tried to point out that if 
this opportunity were rejected the freedom of business men 
to control their own affairs might be swept away in the 





































































































nee: 2 


Ti nee = 2 


SRP REITER PEN eae ieee weer A 


oe 








ie 


172 


Vital Speeches of the Day 





[Vol. I, No. 6 





political revolt of disillusioned and desperate masses of the 
people resenting their deprivation of an inherent right to 
earn a decent living in a nation possessing such abundant 
natural resources as: this favored land of ours. 

In the intervening months neither business men nor 
public officials have realized the full advantages of the flex- 
ible mechanisms of economic recovery and reconstruction 
provided in the national industrial recovery act. But let 
each group be fair with the other and recognize that a sin- 
cere and earnest effort was made by both to co-operate in 
advancing the general welfare; and in this recognition let us 
try to write into permanent legislation those fundamental 
principles and simpler mechanisms of the codes of fair com- 








petition that have proved their worth and have provided ef- 
fective methods of combining self-help and public service. 

Now that we have begun to emerge from the depths of 
the great depression, the mutual obligations of private busi- 
ness and government are not ended, nor is their joint re- 
sponsibility in furnishing employment to millions of idle men 
by any means fulfilled. All those who own property or have 
steady jobs, or control opportunities of employment share an 
obligation of public service to provide the means of earning 
a living for the propertyless, jobless millions, and to better 
the living conditions of other millions of workers and their 
families. The eventual freedom and security of all our peo- 
ple depend upon the performance of that public service. 


Government Competition With 
Electric Utilities 


By PAUL S. CLAPP of Columbus, Ohio, Vice-President Columbia Gas & Electric Corporation 


Address delivered at meeting of the National Industrial 


Council and the National Association of Manufacturers, 


December 4, 1934. 


power business on stupendous scale. Plans have been 

made and legislation will be urged at the next Con- 
gress for further large extensions. The Government has 
fostered, subsidized, and encouraged public operation of elec- 
tric utilities by States, counties and municipalities. This 
still continues. 

The total appropriation of Federal funds, up to 
September 1, 1934, according to PWA reports, for Federal 
electric power projects and for Federal aid to State and 
county projects was $255,199,700. Loans and outright gifts 
for municipal power projects amount to $22,972,000. In 
addition, there has been an allotment of $1,000,000 to the 
Electric Home and Farm Authority and $300,000 to the 
Tennessee Valley Associated Co-Operative, Inc. The total 
amount appropriated is about $280,000,000. 

This appropriation of over one-quarter billion dollars 
is only the beginning. A total of at least three billion dol- 
lars must be spent to carry out the ultimate plans for power, 
navigation, irrigation, and flood control on sixteen Federal 
projects, or Federal and State projects, already adopted or 
definitely being considered. 

This policy of the Federal Government, directed to- 
ward public operation of the electric light and power busi- 
ness of the nation is of vital concern to every citizen who 
believes that the principle of individual initative and private 
enterprise should be conserved. 

The broad question transcends that of electric rates. I 
believe, that unless the federal policy with respect to the 
electric utilities is checked, it will have a determining in- 
fluence on the future course of government in its relation 
to all business. ‘The. socialization of the electric industry 
through public operation, by a combination of Federal, State 
and municipal agencies, would make such far reaching 
changes in the government’s relation to business, as to affect 
the whole pattern of government. It would open the door 
for government entry into a hundred fields of endeavor now 


“Ties Federal Government has gone into the electric 


conducted by private citizens. If government enters the 
electric business on the ground that it is a social necessity, 
what about food, clothes, shoes, coal, rents, housefurnishing, 
etc. ? 

From the standpoint of the amounts out of this income 
spent by the people, Mr. David Lawrence, recently pointed 
out that taxes take 9 billion dollars; food, 7,650 million 
dollars; rent on homes 3,600 million dollars; clothing, 3,600 
million dollars; automobiles, 2,900 million dollars; home 
furnishings, 1,800 million dollars. The total amount paid 
by domestic customers for their electric service is 650 million 
dollars annually, or one-fifteenth of what they pay in taxes. 

Let us put it another way. Cost of all government, 
which is larger than taxes, for public debt is increasing now 
amounts to $583 per family per year. The average family 
pays $33 per year, or less than 9 cents per day for electric 
service. Cost of government continues to mount. During 
the depression, average price of domestic electric service 
per unit of service has decreased by 16 per cent. 

Electric rates have been much discussed. By this most 
people mean rates for household uses of electricity. In any 
fair comparison between the electric rates of publicly op- 
erated and privately operated utilities, major attention must 
be focused on taxes. There are many other points to look 
at in public operation,—incomplete bookkeeping, lower in- 
terest money, inadequate amortization, failure to include in- 
terest during construction, etc. Taxes alone, however, when 
taken fully into account will sweep away any promised sav- 
ings under public operation. 

This year privately operated utility companies will pay 
250 million dollars in taxes. This is the aggregate of their 
Federal, State, and local taxes. If these companies were 
made “tax exempt,” as is true in large part of publicly op- 
erated utilities, and if this tax saving could be applied to 
reduction of domestic electric rates,—the domestic electric 
bill of the nation could be reduced at once by 40 per cent. 
Government,—by this I mean all government,—Fed- 
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eral, State, and local, can make no greater contribution to 
stimulation of business recovery and decrease in living costs 
than by focusing attention on expenditures of government 
and reduction of taxes. 
The National Recovery Act, among its other objectives, 

declares the following: 

“To eliminate unfair competitive practices.” 

“To promote the fullest possible utilization 

of the present productive capacity of industry.” 


The very opposite of these objectives is being followed 
by the Federal Government in its present policy affecting 
electric power. If these objectives of the National Recovery 
Act will stimulate business recovery, and we all believe this, 
is not the power policy of the Federal Government working 
in the wrong direction? 


I have made an analysis of the excess electrical plant 
capacity which the Federal Government has under construc- 
tion, or proposes to construct, in the Southern California 
area, in the Northwest, and in the Tennessee Valley. These 
are all on the basis of power requirements for the year 1933. 


A. In the Southern California area, affected by Boulder 
Dam, existing plants had an excess generating capacity 
of 52%. ‘The generators to be installed at Boulder Dam 
in 1935 and early 1936 will raise this excess to 80%. When 
the installations at Boulder Dam and Parker Dam are 
fully completed the excess will be 160%. 

B. In the States of Oregon and Washington, affected 
by Bonneville and Grand Coulee Dams, existing plants 
had an excess capacity of 57%. The immediate Federal 
construction program as announced raises this excess to 
109%. When all generators at these two dams are in- 
stalled, the excess is raised to 165%. 

C. In the Tennessee Basin, existing plants which in- 
cluded Muscle Shoals, had an excess capacity over 1933 
requirements of 105%. Wheeler and Norris Dams will 
raise this excess to 160%. Completion of the five year 
construction program of additional dams, as proposed by 
T.V.A. would produce an excess capacity in the Basin of 


over 700%. 


This is, before the government commenced construction 
of Norris and Wheeler dams, the existing power houses were 
able to supply double present electrical demand. If the 
government succeeded in doubling the consumption of elec- 
tricity throughout the entire valley, and this is a most optim- 
istic expectation, generating plants now in operation would 
be able to meet the requirements without building a single 
new generating plant. These two dams increase the capacity 
to over two and one-half times that needed today. Con- 
struction of Norris and Wheeler dams, to say nothing of 
additional dams, is both an unwarranted over-expansion of 
facilities, and an unproductive investment of taxpayers’ 
money. 

In December, 1929, President Hoover encouraged the 
railroads, industrialists, and utilities to undertake large pro- 
grams of new construction in order to stem the tide of in- 
creasing unemployment and in the confident belief that the 
depression could be largely averted. 

Executives of electric light and power utility companies 
at a White House conference committed themselves to com- 
plete cooperation with this program. During 1930, the elec- 
tric companies spent over 950 million dollars in construc- 


tion of new power houses, transmission, and other facilities. 
Here was a stupendous building program,—nearly one-third 
as large as the total PWA appropriation,—carried out, not 
by government, but by private enterprise. Hundreds of 
thousands of men were continued on their jobs, in mines, 
factories, on railroads, and at points of construction. The 
durable goods industries were enormously benefitted. ‘This 
program was carried out in the face of falling off of busi- 
ness. Increases in plant capacity were made, although avail- 
able plant was being utilized less each day. This is a meas- 
ure of the cooperation which the electric power industry ex- 
tended to the government to assist in business recovery. They 
were willing to make these expansions in plant, confident in 
the future electrical progress of the nation. They could not 
have foreseen the terrific competition from government itself. 


Absorption of the present excess plant capacity of pri- 
vately operated utilities in order that they may again com- 
mence construction activity is of major importance in any 
program for business recovery. Construction expenditures 
by these utilities amounted to 129 million dollars in 1933. 
The estimate for 1934 is 100 million dollars. The yearly 
average construction expenditure was 650 million dollars in 
the 10-year period from 1922 to 1932. These expenditures 
for a long period of time have been a very important factor 
in the durable goods market where unemployment is now 
the largest. The burden of added excess capacities being 
created by Federal funds is seriously retarding recovery in 
the electric utility field, and will delay the resumption of 
utility construction programs which can contribute greatly 
to improvement of business. 

That hydro-electric electricity is cheaper than electricity 
generated from coal was not determined by the government, 
before they launched into this wholesale program of build- 
ing hydro-electric dams. Thoroughly competent engineering 
studies, by previous government authorities, have determined 
that electricity can be generated in the Tennessee Valley 
cheaper from coal than from water. Engineers in the Cali- 
fornia and Northweast areas, publicly announced that gen- 
eration of electricity from fuels is now their most economical 
source of electric supply. 

Enormous engineering progress has been made in recent 
years in the art of electric power production by fuels. Op- 
erating costs have been terrifically reduced. Stcam power 
houses require less investment per kilowatt of capacity; they 
can be initially built to more nearly meet immediate require- 
ments, and readily expanded as demand increases. They 
are located at points close to the load, and do not require 
long and expensive transmission lines to get the power to 
market. And, cost of power delivered at the customer’s 
premises is what must be considered. 

Sweeping aside the questions of the soundness of the 
government going into the power business; of the policy of 
its needlessly duplicating existing facilities,—it has not de- 
termined that its method of power production is the most 
economical. 

The avowed purpose of the Federal Government in en- 
tering the electric power business is to set up national “yard 
sticks” which can be measures of what electric rates should 
be when the service is furnished by private companies. In 
the Tennessee Valley, and to some extent in other sections, 
the power program is a part only of a broader social pro- 
gram, which carries with it the stern reality of government 
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entry into a wide variety of business and industrial enter- 
prises. 

The real necessity for the Federal Government to go 
into the electric business in order to determine what fair 
rates for service shall be, can be seriously challenged. Any- 
one at all familiar with the work of the State regulatory 
commissions and their staffs and regulation by municipalities, 
has high respect for the vigilance they exercise in safeguard- 
ing the public interest. All the elements of cost in rendering 
electric service are matters of public record. If public rela- 
tion has failed, how can the much more difficult job of pub- 
lic operation succeed? 


Now as for this “yard stick” idea. It has a terrific 
appeal. What could be fairer than for the government to 
conduct a laboratory experiment in power operation and de- 
termine for all the citizens just what electric rates should 
be? The flaw in the idea is that the government will meas- 
ure with a “rubber yard stick.” The costs,—all of the costs, 
—which a privately operated utility must incur will not be 
in the government’s “yard stick.” As an example of the pos- 
sibilities;—most of the Federal Power projects involve some 
combination of hydro-electric power, navigation, irrigation or 
flood control. Here is a great flexible are2 in which that 
part of over-all cost of the project which is allocated to 
electric power can be raised or lowered at the will of the 
government. At once, we have a sliding yard stick. 


In the TVA operations, we have an example of the 
government’s “rubber yard stick” in action. Here are some 
facts recently stated by Mr. Wendell L. Willkie, President 
of the Commonwealth and Southern Corporation: 


“1. The Muscle Shoals hydro and steam plants cost 
$60,000,000 and are said to be put on the books of the 
T.V.A. at $25,000,000. The hydro plant was built in a 
low cost period. 

“2. The T.V.A. pays as its sole taxes, 5% of the whole- 
sale price of electric energy which is about 4 mills per 
Kwh. The power companies in the area are paying in taxes 
between 159% and 20% of the retail price of electric energy 
or 15% to 20% on about 2¢ per Kwh. 

“3. The T.V.A. is financed at low interest rates, based 


on all the income and all the property of every man, 
woman, and child in the United States, for such is the 
lien of federal borrowings. 

“4. The overhead expenses, interest during construction, 
etc., are not charged against the projects. 

“In addition, the T.V.A. franks all its bills, letters, 
advertising matters, etc., all freight hauled for the build- 
ing of the project is hauled at not to exceed 66 2/3% of 
the freight cost to a private company.” 


Mr. Willkie, then concluded with this highly important 
statement, “Given the same subsidies, we can immediately 
put into effect rates below the TVA rates.” 

The electric power industry has cooperated fully with 
the NRA program. Since August, 1933, over 22,000 addi- 
tional employees have been put to work. Payrolls have been 
increased by about 40 million dollars annually. The in- 
creased prices of fuel, materials, and supplies, etc., follow- 
ing adoption of codes by other industries, have added to op- 
erating expenses. No increase in prices of electricty have 
followed. The prices for electric service are regulated by 
State commissions and municipalities. On the contrary, as 
I have previously pointed out, electric rates generally 
throughout the country have been sharply reduced during the 
depression. 

This policy of the government does not concern a few 
rich men. It affects the investment interests of literally mil- 
lions of citizens. Best information available shows that at 
least three million individuals, in all walks of life, are in- 
vestors in the electric light and power industry. Many more 
millions are directly affected through investments of insur- 
ance companies, savings banks, trust funds, endowment 
funds, etc. It is money representing the savings of almost 
literally all of the people which has built the electric indus- 
try. It is their investments which are injured by the gov- 
ernment’s power policy. 

I will repeat what I said at the outset. This policy of 
government transcends the question of electric rates. It 
transcends the interests of the electric industry,—its in- 
vestors, customers, and employees. It affects all business. It 
strikes at the very vitals of government. 


Joint Responsibilities of England and 
America to Insure Peace 


By NICHOLAS MURRAY BUTLER 


Address Delivered at the Dinner Given by the Pilgrims of the United States in Honor 
of John Buchan, Esq., M.P., at the Hotel Plaza, New York, December 3, 1934 


HEREVER Englishmen and Americans gather at 

W this dark and difficult stage of the world’s history, 

whether on one side of the Atlantic or the other, 

their thoughts turn, and must do so, to their joint and col- 

lective responsibilities as inheritors, and chief representatives 

left in the world, of the immortal principles of civil, politi- 

cal and economic liberty. There is no need to spend time 

upon sentimentalities or platitudes. We are face to face with 

strange and dangerous conditions, and it is with them that 
we must quickly deal. 





It is of first importance that the people of the British 
Commonwealth of Nations and those of the United States 
of America do not permit themselves or their governments 
to be separated in thought or in action even for a moment 
by the temptations and advantages which may be pressed 
upon either of them by any one from any quarter of the 
globe. Today the motto of the English-speaking peoples 


must be Steady! We dare not be stampeded in any direction — 


by any external force or invitation. If all that we care for 
most is to be saved for our children and our children’s chil- 













i 
' 
, 
8 
; 


' 
i 
i 
| 





December 17, 1934] 


Vital Speeches of the Day 





175 








dren and to point the way to a quieter and a more fortunate 
world, the English-speaking peoples must keep their poise, 
their self-confidence, their courage and their determination 
to understand each the other and to work always together 
for their common end. 


We have just now had three important declarations of 
opinion and of policy which have been heard wherever our 
language is spoken. Of these, the first in order of time was 
the speech made by the Prime Minister at Guildhall on the 
occasion of the Lord Mayor’s banquet some four weeks ago. 
Speaking at that impressive moment, the Prime Minister 
used these words: 


The stability and prosperity for which the Government 
is working can not, however, be built up in this country 
alone. Nations can not live on themselves or for them- 
selves. While we have been strengthening our foundations 
which the economic crisis strained, we have had to give 
much anxious thought to the unsettled political state of the 
world. Peace is the supreme need of the time. 


The second outstanding declaration takes first place 
among all recent utterances by public men in any land. It 
was made by General Smuts, speaking at a public dinner 
given in his honor in London on the evening of November 
12, when Lord Derby, our distinguished President of The 
Pilgrims of Great Britain, was in the chair. Presenting as 
he did a profoundly interesting and profoundly wise survey 
of the world’s conditions at this moment, General Smuts 
used this language: 

... To me the future policy and association of our great 
British Commonwealth lie more with the United States of 
America than with any other group in the world. If ever 
there comes a parting of the ways, if ever in the crises of 
the future, we are called upon to make a choice, that, it 
seems to me, should be the company we should prefer to 
walk with and march with to the unknown future. On 
that path lie our past affiliations, our common moral 
outlook, our hopes and fears for the future of our common 
civilization. 


These are wise and moving words, and no man who speaks 
the English language will hear them without that emotion 
which accompanies fullest and most certain appreciation. 

The third declaration was that made by Sir John 
Simon, Secretary of State for Foreign Affairs in the Govern- 
ment of the moment, in response to the invitation of the 
Carnegie Endowment for International Peace to address a 
world-wide audience by radio on the afternoon of Armistice 
Day. Speaking primarily to the people of the United States, 
Sir John Simon said this: 


The Peace loving nations of the world—and there are 
no two populations more universally devoted to peace than 
those of our two countries—have to seize every opportunity 
to counsel moderation, to promote better understanding, to 
encourage agreement, to limit armaments. 

Peace is desired not merely as the alternative to the 
inconceivable horrors of war, but because it is the only 
possible basis for progress and for life itself. ... We must 
develop by every means open to us that good neighborliness 
of which President Roosevelt so finely spoke. And in this 
resolve, Britain and America are one. 


Shades of Patrick Henry! If this be pacifism, make the 


most of it! 


Unless I vastly mistake, it is the firm resolve of the 
overwhelming majority of our American public opinion not 
to permit either the sensational and jingo portion of the 
press or self-seeking lobbyists or those narrow-minded 
fanatics who mistake rhetorical foolishness for patriotism, 
to weaken or to divert our government in its great and 
proper task of leading the way, as becomes this people, in 
rebuilding a broken and distressed world upon foundations 
of sound principle, of established peace and of enduring 
prosperity. 

But, it is said, while we cry peace, peace, there is no 
peace. Why not? What is the moving force behind these 
new and growing expenditures for armaments of every kind, 
for material with which to carry on that international war 
which substantially every nation on earth has formally 
renounced as an instrument of its national policy? The not 
very comforting answer is that men and governments do 
not trust each other’s word, and some of them do not trust 
their own word. What this world most lacks just now is 
faith in one’s fellow-men, confidence in public conduct and 
public policy, so that the tasks of life may go forward with- 
out being under the constant shadow of a paralyzing uncer- 
taintys 

There is absolutely no security to be found in arma- 
ments, however huge. The most heavily armed nation is 
the most insecure nation. A vast proportion of its popula- 
tion must be prepared to be sacrificed at any moment. Hear 
the words of a wise man: 

In spite of all the arguments in favor of great military 
force, no nation ever had an army large enough to guarantee 
it against attack in time of peace or to ensure its victory 
in time of war. No nation ever will. Peace and security 
are more likely to result from fair and honorable dealings, 
and mutual agreements for a limitation of armaments 
among nations than by any attempt at competition in 
squadrons and battalions. 


This is the wise man’s answer to the discredited maxim Si 
vis pacem para bellum. They are the words spoken by 
President Calvin Coolidge when addressing the convention 
of the American Legion at Omaha, Nebraska, on October 
6, 1925. Ponder them well. 

What can the governments of the British Common- 
wealth of Nations and of the United States of America 
do about it all? They can do this. The quickest and most 
certain path to the assurance of international peace is that 
the governments of the United States and of the British 
Commonwealth of Nations should now unite in this 
declaration: 

We reaffirm the solemn obligation that we took upon 
ourselves seven years ago when we ratified the Pact of 
Paris, under the terms of which we renounced war as an 
instrument of our national policy. Should any other power 
signatory to that Pact violate it for any reason whatsoever, 
we shall have no relations with that power while its act of 
violation continues. We appeal to every other power signa- 
tory to the Pact of Paris to join us in this declaration. 


Let that be done, and public confidence will quickly be 
restored throughout the world, international trade will 
begin to be rebuilt, and the problem of disarmament will 
solve itself in due time to the reasonable satisfaction of all 
of us. With the United States of America, with Great 
Britain, with Ireland, with Canada, with Newfoundland, 
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with Australia, with New Zealand, with the Union of 
South Africa, with India, and with the British Colonies all 
closed, whether for travel or for trade, to the word-breaking 
and war-making government, how long would its word- 
breaking and war-making last? Moreover, our governments 
would be quickly joined by at least a dozen others, and a 
wall of substantially complete isolation would be built 
around the law-breaker. 

Some of the outbreaks which now threaten are less 
forms of war than forms of revolution. It is the pressure 
of unsolved problems of economic need, of unemployment, 
of unprotected disability and old age, of the want of proper 
food, clothing and shelter, which are stirring millions of men 
everywhere to seek by some form of force that which reason 
does not seem clear enough and strong enough to give them. 
Until the nations which call themselves civilized leave off 
that highly disastrous form of war which is economic nation- 
alism, they will not be able to make themselves secure 
against that final form of economic nationalism which mani- 
fests itself in war. In such a situation, wise men will not 





linger in their well-doing. To bring together and to reor- 
ganize a true family of nations is the outstanding human 
need of the time in which we live. 

That the English-speaking peoples have both the experi- 
ence and the capacity to show the way toward the achieve- 
ment of this great end is obvious. In the construction of 
the British Commonwealth of Nations and in the building 
of the government of the United States they have made it 
plain how common and general needs and ideals may be 
cared for and served without unduly limiting or suppressing 
local and individual independence and opportunity. The new 
application of the federal principle to build a true family of 
nations is that for which an anxious and troubled world 
is waiting. May not we Americans cry aloud in the words 
of our own poet Whittier: 

Mighty alike for good or ill 

With mother-land, we fully share 

The Saxon strength—the nerve of steel,— 
The tireless energy of will,— 

The power to do, the pride to dare. 


The Financing of Unemployment 
Reliet 


By WINTHROP W. ALDRICH 
Chairman, Board of Directors, the Chase National Bank of the City of New York 


Address delivered before the Commonwealth Club 


wealth Club of San Francisco: 

I am deeply appreciative of the honor which 
has been conferred upon me by the invitation to address this 
distinguished and representative gathering. 

My associates and I have come to San Francisco after 
visiting Chicago, Milwaukee, St. Paul, Minneapolis, Seattle 
and Portland. After leaving here we expect to go to Los 
Angeles and to return to New York by way of Texas. 


M R. CHAIRMAN and Members of the Common- 


The purpose of our trip is to study conditions as they 
exist today in various parts of the country and to discuss 
in an intimate manner with business men and bankers the 
many perplexing problems with which we are all con- 
fronted. We are perhaps somewhat selfish in that we are 
seeking information and _ enlightenment for ourselves 
rather than attempting to play the very difficult and some- 
what dangerous role either of advisers or prophets. You 
can imagine therefore that it was with some trepidation 
that I telegraphed your Chairman a few days ago that I 
would be delighted to come here today and talk to you. I 
do not come before you with any panacea for our ills nor do 
I pretend to have the ability to see more clearly into the 
future than anyone else. I have a profound conviction, how- 
ever, that conferences such as we have been carrying on and 
gatherings such as this, where business men and bankers 
from various parts of the country express their views to one 
another with frankness, are really very helpful in a time like 
this, and for that reason I am very glad to be here and to 


of San Francisco, California, on December 3, 1934. 


give to you for what they may be worth certain thoughts 
which have occurred to me with regard to the present 
situation. 


Before coming to the matter which I wish to discuss 
with you in some detail today, I would like to take a moment 
to answer two questions which I find seem to be in the minds 
of almost everyone with whom I have talked on our way 
here. 
The first question which has been asked of us is what 
we think of general business conditions. In reply to this 
question, let me say that both in the eastern portion of the 
country through which we have travelled, where manufac- 
turing is the principal activity, and in the agricultural com- 
munities further west, which have suffered so severely from 
the terrible drought of the past summer, there has been 
during the past few weeks not only a recovery from the 
pessimism which had existed during the summer months but 
also a real upturn in the trend of business. Business senti- 
ment as a whole is distinctly better, and I believe that it 
might be said with truth that confidence is rapidly being 
reestablished in these communities, were it not for the fact 
that there is a fear on the part of many thinking men that 
the recent increase in business activity has been caused and 
sustained to too great an extent by the expenditure of gov- 
ernment money. This is particularly true in the areas af- 
fected by the drought of last summer, where, in spite of the 
terrible conditions which have existed, trade has been active 
and savings bank and other bank balances have increased. 
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As one owner of a large house engaged in the drygoods busi- 
ness expressed it to me, “A great number of my customers 
are on the relief rolls and, although my business is apparently 
improving, I cannot help having the feeling that I, myself, 
may also be on the relief roll without realizing it”. The 
same feeling is prevalent among those who are engaged in the 
heavy goods industries and in the operation of the railroads. 

The second question which has been asked again and 
again is whether the new spirit of cooperation between 
finance and industry on the one hand and the Government 
on the other, evidenced by the events which transpired at the 
meetings of the American Bankers Association and of the 
United States Chamber of Commerce in Washington during 
the past few weeks, may be expected to continue. In reply- 
ing to that question, I do not think that it can be empha- 
sized too strongly that there has always been a realization 
both upon the part of our Government and upon the part 
of finance and industry that, in order to bring the country 
safely through the present crisis, there must be full coopera- 
tion between them. The apparent lack of cooperation has 
arisen not because of any failure to realize this fundamental 
fact, but because differences of opinion have existed either 
as to the necessity for certain emergency measures which 
have been undertaken by the Government or with regard to 
the character of such measures. I would prefer to describe 
what has taken place in the last few weeks, not as the crea- 
tion of a new spirit of cooperation between finance and in- 
dustry and the Government, but as the expression of a more 
sympathetic attitude on the part of each towards the diffi- 
culties with which the other is faced in carrying out a spirit 
of cooperation which has always been in existence. I believe 
that both this cooperation and this attitude of understanding 
will unquestionably continue. In saying this, I do not intend 
to imply that differences of opinion may not still exist nor 
do I mean to say that, where such differences of opinion do 
exist, criticism of government policy will not be expressed 
in the future. Perhaps I can best illustrate what I have 
in mind by referring to one or two major points in the 
financial and general economic policy of the Government, 
where I have not myself agreed with the course taken by 
the Government, but where a sympathetic consideration of 
the difficulties with which the Government has been faced 
will show many developments in the past year which seem 
definitely constructive and reassuring. 


I am a believer in sound money. I regretted most pro- 
foundly the action taken by the Government in reducing 
the gold content of the dollar. I am one of those who 
believe that the stabilizing of the currencies of the nations 
of the world on a gold basis through international agree- 
ment at the earliest possible moment is an essential step 
towards the reestablishment of the foreign trade of the 
world and therefore towards the ultimate economic recov- 
ery of this country. A sympathetic consideration of the 
difficulties of the Government, however, leads one to the 
conclusion, first, that the devaluation of the dollar may 
well have been politically necessary, and, second, that the 
fixing of the gold content of the dollar early in 1934, with 
its maintenance unchanged since that time, the recent re- 
moval of restrictions on foreign exchange and the helpful 
cooperation which has just taken place between our monetary 
authorities and one of the countries in the gold bloc, designed 





to help international monetary stability, are all of high sig- 
nificance and great importance, both in themselves and as an 
indication’ of policy on the part of the Government to achieve, 
as soon as possible, both national and international stability 
of currencies. 

I believe further, that until measures have been taken 
by the Federal Government which convince the people 
that the Government is determined to bring the Federal 
budget into balance, there can be no definite certainty with 
regard to government credit, and therefore that the confi- 
dence necessary for ultimate recovery will be lacking. I ap- 
preciate, however, the tremendous difficulties with which the 
Government is faced in balancing the budget, and the im- 
possibility of determining at this moment the precise mea- 
sures which must be adopted to bring about the desired re- 
sult, or of prophesying at this time the date upon which 
that end can be accomplished. 


Perhaps the most difficult problem with which the Fed- 
eral Government is faced in its attempt to balance the budget 
is created by the tremendous pressure which is being brought 
to bear upon it to assist in carrying the burden created by 
unemployment. ‘This burden, with its bearing upon mu- 
nicipal, county, State and Federal finance, is, indeed, in my 
opinion, the most important problem which faces us at this 
time, and the financing of unemployment relief is, therefore, 
the subject about which I desire to talk with you today. 

In approaching this discussion, I would like to assume 
that all of us are in agreement with regard to certain im- 
portant principles which I shall enumerate. First, that we — 
all agree that those who are unemployed through no fault 
of their own must be furnished with adequate food, clothing, 
shelter, heat and light for themselves and their families 
until they can find new employment. Obviously, we can- 
not permit any man, woman or child to starve or suffer 
undue hardship by reason of involuntary unemployment. 


Second, I assume that we all agree that the problem of 
caring for the unemployed is one for which the locality in 
which the unemployed person resides is primarily responsi- 
ble; that unemployment relief should always be administered 
through local agencies .nd must, as far as possible, be fi- 
nanced through local taxation. Local agencies are the only 
ones which understand the problems of the unemployed suf- 
ficiently to administer the relief properly, and local taxation 
must provide as much as possible of the expense involved 
so that the responsibility of bearing the burden will be 
brought home to the community which administers it. 

Third, I assume that we are all agreed that in the last 
analysis, unemployment can be brought to an end only 
through private initiative and the reestablishment of pri- 
vate industry on a sound and profitable basis. 

In making this last assumption, I am taking for granted 
that no one in this room wishes to change the fundamental 
character of our institutions, so that we will be obliged 
to look to the central Government to take care of the 
people under any of the many forms of paternalism which 
have developed in other parts of the world. 

In other words, I am taking it for granted that the 
American people have not lost their initiative, virility and 
independence and that they still preserve their sense of 
individual responsibility. 

The problem of unemployment relief has stolen upon us 










































































































che 























































































































178 


Vital Speeches of the Day 





[Vol. I, No. 6 





almost unawares. Up to 1930, the problem as we had 
known it consisted principally of taking care of the unem- 
ployable, that is to say, those who were unemployed because 
of old age, extreme youth or disability. This care was fur- 
nished, in most cases by the counties or States through poor 
houses, homes for the aged, orphan asylums, homes for in- 
curables or similar institutions. In some cases, in our more 
progressive communities, care for the poor was being ad- 
ministered by the State in the home, and this type of relief 
was known as home relief. Such relief as was necessary 
from time to time because of seasonal unemployment of 
persons who were employable, or because of abnormal eco- 
nomic conditions, had not been unduly burdensome, and had 
been taken care of by private charity. When involuntary 
unemployment of persons who were employable came into 
existence on a large scale in 1930, the condition was first 
thought to be a temporary one which could be met in the 
old manner through private charity. Large funds were 
raised by private subscription to meet the situation. 


As time has gone on and as the number of unemployed 
on the relief rolls has grown, the municipal, county, State 
and Federal Governments have been obliged to take over 
practically all of the expense of carrying on the work of 
relief. In the beginning, the relief granted was principally 
home relief, with a very large proportion of the relief given 
in kind. That is to say, food, clothing, coal, etc., were dis- 
tributed to recipients of relief, together with a certain 
amount of cash for paying rent and for paying gas and 
electric light bills and the like. ‘The theory upon which 
relief was administered in this manner was that it was 
thereby assured that the funds would be used directly for 
the purpose of taking care of the recipient of relief and 


his family, and that no funds would be expended for other 


than relief purposes. 

As the situation has developed, and to a considerable 
extent at the instance of social welfare workers engaged 
in administering relief, the tendency has been to turn to 
work relief both as a supplement to home relief and to 
take the place of home relief. The theory upon which this 
tendency has been based is that the unemployed are less 
likely to become demoralized if they are working for what 
they get, and that the State receives something in return 
for the relief extended, although it may not be full value. 
Advocates of work relief have urged, moreover, the danger 
of creating a permanent class politically interested in re- 
ceiving home relief. There is some force in this argument, 
but the force is not great if home relief is not made too 
attractive. 

The whole system of relief has grown up under the 
urgent necessity of providing speedy relief upon a great 
scale, and the methods of administration have been im- 
provised from time to time by individuals under tremen- 
dous pressure to meet the situation. There are very many 
problems inadequately studied, inadequately thought 
through, and certainly inadequately solved, in connection 
with both home relief and work relief. 

For example, as I have stated, we started out to meet 
the problem of relief on the theory that we were dealing 
with a temporary situation. Today we do not know how 
temporary this problem may be. There are those who be- 
lieve that we may have to take care of millions of unem- 





ployed for a very long period of time, because they believe 
that our economic system has suffered such tremendous dis- 
locations that we cannot expect to see in the future the 
buoyant upswings to approximately full activity that we have 
seen in the past. There are others who remember that in 
1921 we had vast unemployment and that, in the spring of 
1923, we had something approaching labor shortage, and who 
believe that, in its large essentials, our economic life is still 
flexible; that when it is freed from its fetters and derange- 
ments, it will again swing upward vigorously and the prob- 
lem of unemployment relief will be at an end. What every 
one of us must recognize is that the weight of probability 
lies on the side of a long period of dealing with the prob- 
lem of unemployment, the relief of which must at best im- 
pose a terrific financial burden upon the country, so that we 
cannot afford to be tolerant of waste or inefficiency or of 
wrong theories in the handling of it. 


In most communities, no study has yet been made to 
determine what portion of the unemployed is unemployed 
by reason of age or other disability, and what proportion is 
unemployed by reason of the fact that certain industries 
have become economically unprofitable and have therefore 
been abandoned, or for any reason have not found it desira- 
ble to employ as large a number as they did previously. 
Moreover, no census of the unemployed has yet been taken 
which will establish the nature of their former activities 
when employed, although it is almost impossible, in any 
given community, to consider intelligently the best manner 
of bringing about the reemployment of those at present un- 
employed without knowing what they did before the depres- 
sion and without reaching a conclusion as to whether a gen- 
eral revival of business will be accompanied by a resumption 
of full activity in the particular line in which they were 
formerly employed, or whether entirely new employment 
must be furnished. 


Again, precise data with respect to the comparative cost 
of work relief and home relief are not available. Estimates 
seem to indicate that work relief costs anywhere from twice 
as much as to four times as much as the cost of home relief, 
and my own opinion is that ordinarily work relief costs at 
least three times as much as home relief. When vast public 
projects are involved, as has been the case in many of the 
P.W.A. expenditures, I am satisfied that the difference must 
run very much higher than this. I am not speaking here 
with regard to the questions recently raised by Senator 
Borah and others as to the extent of the waste which may 
exist in dealing with this problem. Administrative expense 
is necessarily incurred in checking the status of applicants for 
relief, whether we are speaking of home relief or work re- 
lief. In either case, it is necessary to make sure the ap- 
plicants are not in possession of adequate means for self sup- 
port and that they are not imposing on the community. The 
relief workers have, as one of their regular duties, the check- 
ing of bank accounts and other things which bear on the 
ability of an applicant for relief to do without it. There 
can be no doubt that a real effort is being made to see that 
relief goes to the right people and does not go to the wrong 
ones, and the expense of this administration is necessarily 
great in any case. What I am referring to is the tremen- 
dous additional expense involved in work relief as against 
home relief for materials, supplies, supervision, etc. 
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Another of the difficulties in ascertaining the true situ- 
ation with regard to unemployment relief grows out of the 
fact that most of the available statistics are furnished, and 
most of the recommendations in regard to the manner of 
handling the situation are made by professional welfare 
workers. I have no criticism to make of the good faith or 
good intentions of this group, and I do not for a moment 
intend to imply that its members would be swayed by per- 
sonal interest. But my experience has been that the welfare 
worker is naturally and properly more interested in the 
broad humanitarian aspects of his work than he is in the 
problem of providing the funds necessary to meet the expense 
of carrying it on. 

Another great difficulty in meeting the problem of un- 
employment relief is the fact that the granting of relief, 
and particularly the granting of work relief, is so apt to 
become the prey of politicians. When so much money is 
being expended, there is grave danger that the situation may 
be exploited by shrewd men who may desire to make use 
of the emergency for political ends. 

It would seem that what is needed is some new instru- 
mentality in each locality which is made up neither of poli- 
ticians nor of social workers, which will study the situation, 
follow its development daily and see to it that relief is ade- 
quate, and economically administered. 


A man for whose judgment I have great respect made 
this suggestion to me the other day. He had been impressed 
by the critical comments that had come to him from work- 
ing people and small business people with regard to excessive 
relief being given in their communities, concerning unem- 
ployed families whose status was better than that of em- 
ployed families, and of men who were getting relief through 
the use of improper influence. He had also been told of 
cases where men on relief rolls were offered employment, 
but were afraid or unwilling to take such employment be- 
cause they thought they might lose their places upon the 
relief rolls. His mind went back to the days of the war, 
when we were suddenly faced with the problem of mobiliz- 
ing the young men of the country under the draft, and 
when it was of great importance that there should be fair 
play in selecting the young men in each locality who were 
to go if we were to give proper support to the war. 

He recalled the functioning of the local draft boards 
which dealt with that matter at that time. These draft 
boards were composed of substantial citizens in each small 
town or ward or precinct. They were not relief workers and 
they were not politicians. They were small business and 
professional men who knew conditions in their own com- 
munities and who had the full confidence and respect of 
their neighbors. ‘They would study each individual young 
man. Here was an unmarried young man, 22 years old, 
strong and healthy. An impersonal authority, acting from 
a distance, would almost certainly send him to the front. 
But the local board would know that he was needed for 
the support of a widowed sister with young children, and 
for the support of his mother, and would not send him. 
Their decision would be recognized by the local community 
as a proper one. 

Throughout the war, the decisions of these local draft 
boards were widely recognized as informed, intelligent, fair 
and sympathetic. These local draft boards did voluntary 





work, and the cost of this great service to the country was 
very slight. My friend’s thought was that such local boards 
might very well sit in the continuous study of the relief 
problems in each locality, and that such organizations might 
go very far toward lessening the cost of relief, toward mak- 
ing sure that the relief given was adequate, that it went to 
the right people, that it did not go to the wrong people, that 
there were no scandals involved in it, and that political pres- 
sure had nothing to do with it. The idea is not that these 
bodies should actually administer relief, but that they should 
act in an advisory or supervisory capacity, and that they 
should have the power to make investigations and to report 
their conclusions to some central body where such conclusions 
might be coordinated and published, so that the pressure of 
an informed public opinion might be brought to bear to 
neutralize the effect of such other conflicting interests as 
may be involved. 


In submitting this thought to you today for your con- 
sideration, I do not advocate that these groups should be 
set up by Federal law on a national basis. Indeed, I be- 
lieve that to do this would tend to further centralize our 
method of dealing with a problem which I believe should 
be handled locally. My own feeling is that such instrumen- 
talities might well be created by action of the various States, 
so that, in every community, a better understanding would 
be created of the unemployment relief problem, a greater 
sense of community responsibility would be fostered, and the 
tendency now existing in so many parts of the country to 
lie down and wait for the Federal Government to come to 
the assistance of the locality would be combatted. 


I referred a few moments ago to the tremendous expense 
of work relief as compared with home relief, and I have 
also pointed out the arguments that have been advanced 
in favor of work relief as against home relief by welfare 
workers. There has been an additional argument advanced 
in favor of work relief which is to my mind very danger- 
ous. This argument has been put forward by those who 
believe in the philosophy of “priming the pump”. In other 
words, public expenditure for work relief is advocated as a 
stimulant for private enterprise and to start private business 
activity going. This is the doctrine of spending our way out 
of the depression, the doctrine of creating prosperity by cre- 
ating public debt. Mr. J. M. Keynes, the British economist, 
has been the leading exponent of this doctrine. British 
friends of mine have expressed to me their amazement that 
Mr. Keynes’ theory on this point, although thoroughly dis- 
credited in England, threatens to become the dominating 
policy in the United States. In England, the Government 
has resolutely turned away from his philosophy, has refused 
to go further into debt, has balanced its budget, and is taking 
care of the problem of unemployment relief by a cash dole, 
similar to our home relief, derived from taxation. But in 
the United States there are very powerful forces constantly 
at work to bring about heavy public borrowing to make 
work, 

There are some very important distinctions to be made 
between this theory of spending ourselves back to pros- 
perity by the creation of public debt, and the older theory, 
in which economists generally agree, that it is a good thing 
to defer a good deal of public expenditure in times of ac- 
tive business, particularly expenditure for public construc- 
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tion, in order to concentrate it in times of depression, so that 
public construction may serve as a kind of balance wheel to 
steady the course of business, operating to reduce the in- 
tensity and strain of booms and to lessen the severity of 
depressions, to smooth down the hills and to raise the valleys 
in the business curve. The advocates of this view have al- 
ways maintained that the use of public expenditure for this 
purpose does not contemplate the doing of things which 
would not otherwise be done. It is concerned merely with 
the proper timing of public activity. And the advocates 
of this view have maintained that expendtiures, used in this 
way, should always be made through the regular channels 
of trade, and not by the creation of new public activities 
competing with ordinary business. Moreover, one of the 
advantages which has been emphasized in connection with 
a policy of this kind is that the Government would thereby 
get its work done more cheaply, with a saving to the tax- 
payers, by taking advantage of the lower wages and other 
costs to be found in a time of depression. 

With this general theory I am in hearty accord. But 
this is a very different theory from that which many of the 
advocates of work relief and of public construction for 
work relief advance today. They want a great many things 
done which would not be done if it were not for the fact 
that we are in a depression. They want new instrumentali- 
ties created to do that which will compete with private busi- 
ness. They want the wage scales at which the work is done 
very substantially higher than going rates. Finally, they 
welcome the vast creation of public debt in the process, be- 
cause they believe in the theory that this will make for an 
inflation of bank credit as the banks take the new govern- 
ment securities, and that the inflation of bank credit will 
automatically generate widespread activity. 

As against this theory and this policy, let me urge upon 
you with the deepest earnestness the following considera- 
tions: 

First, increased government expenditure, through the 
ordinary channels of trade, based on borrowed money, will 
in itself have a tendency to make for increased general busi- 
ness activity, but where the government borrowing is on so 
vast a scale as to generate fears regarding the budget, fears 
regarding the future of the currency, private enterprise hesi- 
tates to make long time commitments, hesitates to undertake 
new ventures, and the net result is to depress, rather than to 
simulate, private business activities. The credit of the Gov- 
ernment and the soundness of the currency are basic to that 
general confidence which is necessary for vigorous business 
activity, and, above all, for the making of long time com- 
mitments. 

Second, when the public expenditure involves the crea- 
tion of new enterprises, governmentally owned, which com- 
pete with private undertakings, the net result may be an 
actual decrease in employment. The Government’s activities 
in connection with new power developments which create 
a tremendous excess supply of power for which no present 
demand exists undoubtedly do give orders to certain of the 
heavy industries, with the result that workmen are employed 
in the heavy industries. But fears running throughout the 
public utility field as to the extent of the consequences of 








these activities of the Government have meant an almost 
total cessation of orders from the private enterprises in this 
field to those same industries. “The net result, I have no 
doubt, is that the heavy industries are very much less active 
than they would be if the Government had not been in the 
field at all. 

I want to say one thing more regarding the relations of 
the municipalities, the States, and the Federal Government 
with respect to this problem of unemployment relief. I 
have already emphasized the necessity for local administra- 
tion of relief in order to insure sympathetic and fair handling 
of the problem and in order to eliminate a great deal of 
waste. But the localities must also bear as important a part 
as possible in financing unemployment relief, in order that 
those directly charged with the matter will be interested 
in holding down expense. It is impossible, in this connec- 
tion, to establish a rule which will apply in all parts of the 
country. In New York City at the present time, where we 
are spending at the rate of over eighteen million dollars a 
month for unemployment relief, approximately one-quarter 
of the expense is borne by the city, one-quarter by the State 
and one-half by the Federal Government. However, in 
many parts of the country, a major portion of the burden 
is borne by the Federal Government. I quote the following 
from the New York Herald Tribune of November 18, 
1934: 

“Mr. Hopkins says that States will have to raise 
$100,000,000 between now and April to cover relief through 
the winter. Certain officials are convinced that many mu- 
nicipalities and States are not carrying their share of the 
hunger load. For example, reports show that the bulk of 
the relief bill in fifteen States has been carried by the 
Federal Government, and all of it in South Carolina, 
Arkansas and Louisiana. However, certain local govern- 
ment units in Vermont, Maine, Massachusetts, Connecti- 
cut, Ohio and Kansas have been sustaining their entire 
burdens.” 


I think that the municipalities and States must very 
speedily abandon the idea that the Federal Government is a 
convenient place to deposit burdens which they themselves 
are in a position to bear. I believe, moreover, that munici- 
palities and States must realize that they cannot go much 
further in financing relief by borrowing rather than by cur- 
rent taxes. If they are to preserve their credit they must 
soon bring their budgets into balance. This means, in part, 
that new sources of local taxation must be found. I hope 
that it will also mean in larger part that new economies in 
local and State government will be effected. The Federal 
Government must also balance its budget in due course. 


I submit that if we, in this country, concentrate on di- 
rect home relief and eliminate work relief as far as possible, 
the budgets of the municipal, county, State and Federal Gov- 
ernments can be brought into balance, and that if this is not 
done we will soon be faced with a situation the seriousness 
of which cannot be exaggerated. If the method of handling 
unemployment relief were a small problem and the sums in- 
volved were small, we could afford to experiment, but the 
problem is so vast and the results of following a wrong 
theory are so serious that it behooves us all to direct our most 
earnest attention to the solution of this problem. If we 
could be assured of a sound solution of the difficulties of 
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financing unemployment relief, one of the most disturbing 
factors operating today against the revival of private en- 
terprise would be removed. 

Great progress has been made in the year 1934 toward 
the return to normal conditions in economic life and toward 
the removal of underlying causes of the depression. None 










of us wishes to see that progress jeopardized by the pursuit of 
an unsound policy in dealing with the most important 
symptom of the depression, namely unemployment, which un- 
sound policy, if continued, might ultimately put the credit of 
the Federal Government and the stability of the currency it- 
self into danger. 


Mass Prosperity and Medical Care— 
A Business Man’s Viewpoint 


By EDWARD A. FILENE 


A broadcast in a series on Doctors, Dollars, and Disease, presented by the National Advisory Council on Radio in 
Education, over a nationwide network of the Columbia Broadcasting System, from Station WAAB, Boston. 


December 3, 1934. 


RIENDS of the Radio Audience: 
All too often, the worst thing about sickness is 
not the sickness itself. ‘Thousands of people recover 
from severe illnesses or accidents, only to find themselves 
unable to recover from the financial ruin which their illness 
has brought about. It is not the sickness which ruined them, 
but the cost of the sickness and the cost of medical care. 


This is, perhaps, our most typical American tragedy. 

I am not thinking of the mere loss in dollars and cents. 
I am thinking also of the loss in morale—the spiritual de- 
feat involved in such experiences. 

The real value of systematic saving can not be measured 
merely by the amount saved; and the havoc created by the 
melting away of the results of years and years of prudent 
living can not be measured by the number of dollars lost. 


One may win a fortune in the sweepstakes, but it is 
not likely to do him much good. The good life is the life 
which accepts and discharges its responsibilities; and the 
family which, by careful planning, and the careful budgeting 
of outgo with relation to income succeeds in saving even a 
very modest amount, achieves something far more important 
than the amount saved. 


Such a family achieves a constructive character and a 
constructive social relationship. It achieves confidence, also, 
and a technique of competence, even though the amount 
saved can hardly be called a competence. The drifter who 
is the mere recipient of good fortune will almost certainly 
continue to drift until, not only the fortune, but he him- 
self is on the rocks. 


It has generally been impossible, however, to budget the 
cost of medical care. Savings of a lifetime, then, may easily 
be swept away. People who had been competent and con- 
fident then become uncertain and discouraged. Often the 
injustice rankles and one’s whole outlook becomes sour and 
destructive, unfitting him to deal rationally with any of his 
problems. ‘This is an ideal breeding-ground for the most 
dangerous kind of radicalism. 

I am not speaking of real radicalism—radicalism 
‘founded upon reasonable social criticism. I am speaking of 
radicalism founded upon the sense of injuries endured which 
often makes reasonable thinking impossible. 


Thousands of American families have been reduced to 
despair by the as yet unbudgetable costs of sickness and of 
medical service. After their savings have gone, they have 
borrowed money—often from loan-sharks because they could 
not get it from any other source—and have never been able 
to get out of the clutches of the sharks. 

Other thousands, to be sure, secure medical attention 
without paying for it. Every doctor in the country is sadly 
aware of that. There is probably no business on earth which 
has such a high percentage of utterly uncollectible bills. And 
that means, as a rule, that those who do pay their doctor’s 
bills pay not only for the medical attention which they re- 
ceive but for the medical attention received by those who 
do not pay. 

This, of course, is tough on the doctors. With fees 
necessarily so high, people as a rule do not consult their doc- 
tors when they should. They put it off until the condition 
becomes serious—when the chance of a cure will be greatly 
lessened and the bill necessarily much higher than it would 
be otherwise. 

Each doctor, of course, hopes to get a sufficient number 
of rich patients so that he can afford to give his services 
freely to those who can not pay. But there is a catch in 
that. For there are more doctors than there are millionaires ; 
and if the average doctor is to get a good living, he must get 
it somehow from people of limited means. 

Doctors, of course, aim to give the same conscientious 
service to rich and poor. Regardless of such good intentions, 
however, most of those patients whose income is extremely 
limited can not get the same service which the more for- 
tunate can get. If the doctor, for instance, should advise 
them to consult this and that high-priced specialist, he knows 
very well that they can’t go. The average patient, there- 
fore, is limited to the service which one family doctor, work- 
ing alone, can give him; and he finds even this service so 
expensive that he usually postpones seeing the doctor until 
disease has made such inroads on his system that the doctor’s 
chances of helping him are greatly reduced. 


Cancer, for instance, is curable in its earliest stages; 
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and if one goes to a competent physician at the first sign of 
cancer, the chances of his being saved from cancer are ex- 
cellent. But one does not go to a competent physician at the 
first sign of anything. He does not, as a rule, go to a doctor 
until he is too sick to go to work. And because he can’t 
work, his income stops and he therefore either uses up his 
savings or does not pay his bill. ‘his situation is so bad for 
both doctors and patients that it makes a new deal in med- 
ical care absolutely necessary. 

Imagine our treating our automobiles in the way in 
which we customarily treat our bodies. Imagine our never 
having our cars examined and serviced before they break 
down. ‘This would not only be mighty expensive to car- 
owners, but, because so few people could pay such bills, the 
repair men themselves would largely be out of work. 

Many of us today, if we have an ache or a pain, trot 
over to the drugstore to get some pain-killer. By the same 
logic, if we hear our engine making some abnormal noise, 
we would buy some cotton with which to plug our ears. 


We know better than to treat our cars that way; and 
we should know better than to treat our bodies that way. 
Since this is our custom, however, the medical profession has 
generally organized in the past to undertake the very ex- 
pensive job of trying to cure the sick, rather than the rela- 
tively inexpensive job of keeping well folks well. 


As a result of this the average doctor makes such a poor 
living that doctors often remark to each other that the pro- 
fession is overcrowded. It isn’t. In the new way that the 
doctors and the public are now at last beginning to organize, 
there will soon be far less sickness, far lower costs for med- 
ical care, yet far greater incomes for physicians, and a de- 
mand for more physicians than our medical colleges, with 
their present facilities, will be able to supply. 


This is a matter upon which a business man has a right 
to speak. I can suggest nothing in the way of medical 
science or medical technique; but I can speak of business 
problems, and this problem of making any human service 
profitable is a business problem. 


Henry Ford was told that the automobile business was 
overcrowded. (And may I say to any doctor who may be 
listening in, that I am not suggesting that he start an op- 
eration factory, with patients coming in on moving belts, 
according to the technique of automobile production.) I 
simply say that there are business principles which apply to 
every business, and there is something which the medical 
business can learn from Ford’s experience. 

Ford was told that so few people were able to pay for 
such expensive things as automobiles that altogether too 
many people were engaged in manufacturing them. But 
Ford had another idea. ‘These car-producers, he noted, 
were providing cars for the rich. He set out to provide cars 
for the masses instead, at a price which the masses could 
afford to pay. 

We know what happened. He was ridiculed of course. 
But the masses, who had never had this kind of transporta- 
tion before, now got cars. And because the masses got cars, 
Ford got profits, and the whole automobile industry soon 
followed Ford’s example. In a little while, the masses were 
not only buyirg cars but buying better cars than the rich 
had ever been able to buy before; and there was highly 
profitable work for many thousands of experts and profes- 








sionals, and many hundreds of thousands of non-professional 
assistants, in a line which was supposed to be over-crowded 
when a few hundred at most had been engaged in it. 


The traditional, official, ultra-regular type of business 
mind was appalled and baffled by this demonstration; just 
as some doctors are now confused by recent developments in 
medical practice. 

In Los Angeles, for instance, a group of leading 
physicians—diagnosticians and specialists—undertook to give 
the most scientific medical care to their patients at a low, 
fixed, monthly rate—about two dollars a month. They 
were soon swamped with patients. To be exact, they now 
have 45,000 patients who are each paying two dollars a 
month for this medical service. Obviously, they could not 
treat 45,000 very sick persons, nor could 45,000 very sick 
persons procure adequate treatment from their family doc- 
tors for $90,000 a month. As it is, this Los Angeles clinic, 
under administration of Dr. H. Clifford Loos, pays first at- 
tention to the prevention of disease—to keeping people well. 
And because it concentrates on preventive medicine and 
brings the 45,000 under periodical examination, it is able to 
provide all who do become sick with the more expensive 
attention which the sick require, including hospital care—all 
for a regular charge of two dollars a month. 

I am sorry to report that the answer of the County 
Medical Society to this great and beneficient effort to keep 
the masses well, was an attempt to exclude Dr. Loos and his 
associates from the society. 


That, however, can not stop the movement, Los Angeles 
is but one of a number of cities where similar enterprises are 
being launched. Doctors everywhere are divided. Some 
medical societies have come out enthusiastically for the move- 
ment and some are issuing warnings against it. Some even 
who have hitherto been objecting are now beginning to un- 
derstand and are entering the experimental field themselves. 


We laymen must let the doctors fight that out. The 
point is that the masses want health; and that they can 
secure health, with adequate, scientific medical attention, 
for a fixed charge which can be budgeted—that is, a charge 
which can be known in advance as definitely as rent is known 
—and a charge so low that it can readily be paid by a large 
majority of our people. That has been demonstrated in Los 
Angeles. It is being demonstrated in some other cities; and 
the Committee on the Cost of Medical Care, after studying 
the problem in all its phases, for more than five years, was 
forced to conclude that this form of medical practice is prac- 
tical throughout the nation. That means that such low-cost 
medical care can be organized in every town where you and 
your friends and neighbors demand this solution of their 
most tragic problem. 

It solves. their problem because health is wealth. 
Health, which enables us to keep on earning, can pay for 
itself, whereas sickness, which destroys our earning power, 
can not. The health of the masses is the most important of 
all factors creating individual buying power and mass pros- 
perity ; and its importance is now recognized by our National 
Administration. I suggest that those interested write to 
President Roosevelt or to the Secretary of Labor, Miss 
Frances Perkins, who has been charged with the respons- 
ibility of working out such a legislative program as will 
best promote mass health. 
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regard to the matters at issue in the naval conversa- 

tions, arising primarily from lack of clear understand- 
ing of the fundamental difference between “equality of se- 
curity” and “equality of armaments.” 

The difficulties in the present conversations cannot be 
understood without appreciating what took place at the con- 
ference held in Washington in 1922, which was the first 
successful effort ever made to reduce and limit navies. 


The object of that conference was to put an end to a 
ruinous naval race that was impeding recovery from the 
World War and to establish a sound basis for peace in the 
Pacific and the Far East. 


It was at that time recognized and admitted by the 
representatives of Great Britain, Japan and the United 
States—the three naval powers most directly concerned— 
that it was not possible to reach agreement through an aca- 
demic discussion of what each country considered its needs 
to be or what it required to satisfy national pride. 

Experience having indicated that a satisfactory solution 
of the problem of political stability and of relative naval 
strength could not be expected through a continuance of the 
naval race, there were sought agreements with regard to 
political questions together with naval questions, on a basis 
of which not only could political stability be attained and 
the naval race be brought to an end but naval strength be 
reduced. The principle adopted was that of equality of 
security. 

In order that each nation might be warranted in sub- 
scribing to qualifications of its sovereign right to maintain 
such a navy as it saw fit and at the same time feel reasonably 
insured against aggression, there was concluded a group of 
agreements, the purpose of which was to remove the causes 
and the incentive for aggression by establishing a collective 
system for co-operation among the nations concerned in pro- 
moting and maintaining conditions of peace in the Pacific 
and the Far East. These agreements established an equi- 
librium of political and economic rights and made possible 
naval limitation on the basis of essential equality of security. 
The Washington conference was a success because the 
nations represented there approached in a broad and prac- 
tical way the problems that confronted them. No nation 
attempted to impose its will on the others, but each was 
willing to contribute something substantial to the achieve- 
ment of the ends desired. At that time the United States 
had actually under construction tonnage which would have 
given her naval primacy, but which in the interests of inter- 
national limitation of armaments and a generally agreed 
upon policy of co-operative effort was voluntarily relin- 
quished. 

The United States does not believe and does not con- 
tend that any power should against its will enter into or 
renew a treaty the provisions of which it does not consider 
advantageous to itself or beneficial to the world in general, 
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It would, however, greatly regret and regard as most unfor- 
tunate the destruction of this system of naval limitation 
which has proved generally beneficial and which has not 
jeopardized the security of any nation. We do not question; 
in fact, we affirm the inherent right of any and every power 
to equality of security. This, I am sure, we have made 
abundantly plain. The essence of the Washington treaty 
system was equality of security under conditions of co-opera- 
tion. The provisions of the treaties negotiated and agreed 
upon in 1922 were worked out by leading statesmen of nine 
powers assisted by a large number of political and technical 
experts, working over a period of several months. 


They were agreed upon and ratified by nine govern- 
ments and were later adhered to by four others. The naval 
treaty was the work of five principal naval powers—Japan, 
Great Britain, France, Italy and the United States. None 
of these could have accepted and agreed to the provisions 
of that treaty had it felt that its national security was 
thereby menaced or impaired. Any basic alteration in this 
system must of necessity alter the security thus established. 


The fundamental issue in the naval conversations now 
in progress is essentially as follows:—lIs the equilibrium that 
was established by the system worked out in the Washing- 
ton treaties to be continued or is it to be upset. The Amer- 
ican government stands for continuance. The only alterna- 
tive that has so far been suggested is that of a new naval 
agreement based on the principle of equality in naval arma- 
ments, a principle which if adopted and applied would not 
give equality of security. 

The United States favors a progressive reduction in 
naval armaments in accordance with the principles estab- 
lished in both the Washington and London treaties, and, 
under instructions from the President, I have proposed a 
substantial all-around reduction in naval armaments to be 
effected in such a way as not to alter the relative strengths 
or to jeopardize the security of the participating nations as 
established by these treaties. Failing agreement upon any 
reduction, I have made known that we would nevertheless 
be prepared to abide by the Washington treaty and to renew 
the London treaty with only such modifications in detail as 
circumstances require and as meet the whole-hearted sup- 
port of the other parties thereto. 

We believe that only by maintenance of the system of 
equality of security, with proportionate reductions down- 
ward of naval strength if possible, can there be maintained 
the substantial foundation for security and peace which has 
thus far been laid. We believe that the course taken in 
1922 was in the right direction; that the supplementary 
agreements made in 1930 were an improvement; that the 
system thus established has been of advantage to all con- 
cerned ; and that abandonment now of the principles involved 
would lead to conditions of insecurity, of international sus- 


Picion and of costly competition, with no real advantage to 
any nation. 
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uncanny sense that he is speaking to the future; those 

I see before me are daily fashioning the leadership of 
1960 and 1970. It is important to remember, however, that 
we are fashioning American leadership and that that leader- 
ship will function in American pattern, flexible but slowly 
modified, that has come out of a long past. It is important 
to read the future in the large terms of this past; and to 
realize that we must plot the major tendencies before we 
can know what kinds of leadership are desirable and what 
practicable. Some may reason that the earth belongs to those 
human beings who inhabit it at this moment, that they shall 
take it for their own delight, indeed that each of us shall 
take his share, his share being all he can get. An historian, 
whose study is constantly impressing him with the linkage 
of past and future can not think in such terms. He knows 
that the present is a figment of the imagination; only the 
past and future count; everything that we do is consequential 
for good or ill in the history that is as yet unenacted. 

It is well for us to examine and to understand the tra- 
ditions which surround and mold us. If they are such potent 
factors in our daily conduct it is well for us to know them. 
To worship precedent,—to take as one’s creed that whatever 
has been customary is therefore right—is the last word in 
conservatism; that means that we would save everything and 
invent nothing, which is paralysis. To pretend that tra- 
ditions have no vitality and power, to invent everything and 
save nothing,—that is reckless and impracticable revolution. 
To assess traditions in terms of future values, to cherish 
those which seem to have enduring worth, and thoughtfully 
and slowly change those which no longer fit our circum- 
stances,—that is social intelligence. 

America was settled for the most part by discontented 
people, by nonconformists, by those who rather than suffer 
what they considered unnecessary social limitations preferred 
to take large risks in order to escape. In this sense America 
was settled by speculators, and succeeding new Americas, 
the new frontiers, have been settled by speculators, but specu- 
lators ready to weight their speculations with hard work. 
Some fled official and deliberate oppression, but many more 
came, in the fine old phrase, simply to “better themselves.” 
Some failed and went back scarred with disappointment, 
others confronted by raw wilderness withered and died. But 
the vast majority in a new land with few artificial limitations 
found the opportunity they sought and plunging into it did 
better themselves, or at least assure a better level for their 
children. 

As we have said they struck into a wilderness. Obvi- 
ously the first necessity was to reproduce the physical frame- 
work of the civilization they had known in the Old World. 
The man who got a house built first was the most successful, 
he was surpassed by a man who built a larger house and 
cleared a larger farm and raised more cattle. Since this kind 
of thing had to be done by nearly everybody, it supplied the 
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standards of success. It grew interesting. Having reached 
the standards of material comforts they had known in the 
Old World, men pressed on to higher and higher standards 
of material comfort. There were no great institutions, with 
the possible exception of the New England Church, to recog- 
nize other forms of competence and supply other theaters 
for talent. To stay contented in a humble cottage and take 
pride in one’s performance of folk art and folk music, this 
seemed silly to a people who could express their personalities 
almost without limit in the accumulation of wealth. Ma- 
terialist standards of success have been traditional in this 
country. There was really a fine idealism in this objective, 
material prosperity for everybody and more prosperity for 
the competent. But it was bought at a sacrifice. 

In Europe the controlling economic principle was to 
save what you have and hold your status; there was a 
constant fear of deficit. Society seemed more or less static. 
Here the principle was to find opportunity, master it and 
rise through wealth. It was a fluid and dynamic society. 
There was no fixed status here. One could begin again in 
America, and again and again. Bankruptcy which meant 
collapse in Europe, here was only a step in personal edu- 
cation, that of one’s self and one’s creditors, because with 
the wide margin of potential wealth anyone could recover 
and most did. To say that business recklessness has been 
an American trait would be to echo the comment of nearly 
every European traveller among us. The chance to rise and 
rise again has been one of the finest gifts of America, but it, 
too, has had its costs. 

Thrift in the European sense, that is as applied to ma- 
terials, has seemed inappropriate in America. Our thrift has 
been in time and labor. Throughout most of our history 
intensive farming, to get all possible out of a given acre, 
was not only unfashionable but manifestly foolish. While 
land was plentiful and labor dear, close agriculture would 
have retarded development. Trees, which in the Old World 
were precious property to be husbanded, here till lately have 
been public nuisances to be burned away or slaughtered for 
cheap building. Waste has not been dishonorable; in fact, 
thrift in property has seemed a waste of time. Scotchmen 
who live in a place where Nature has been less bountiful 
have been laughed at for their thrift. 

If, as has been alleged, the full dinner pail was the 
first ideal of Americans, the full garbage pail was the second. 
But there has been a finer aspect of our open-handedness. 
Our personal philanthropies have been the admiration of 
the world. Comparatively few have been concerned to save 
all they had for their own children; children could be counted 
on to rise by their own energy. In England a rich man dares 
not spend his estate, for he feels himself a trustee bound to 
hand on what has been handed down to him so that the 
family dignity may be sustained. Rich Americans have 
preferred to found or sustain a public institution rather than 
to found or sustain a wealthy family. 
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Along with our tendency to waste and give must be 
put certain other factors. When about 1800 Eli Whitney 
invented machine tools and the system of interchangeable 
parts in gun manufacture he laid the foundation of American 
mass production. The old labor problem, that is the problem 
of finding labor, thus being solved by circumvention and, 
with improving transportation, materials being abundant, 
the chief remaining difficulty was to find an indefinitely ex- 
panding market. For a time the answer seemed supplied in 
a growing population, by immigration and by large families 
in a land of plenty. But this was not enough. By means 
of adroit and copious advertising consumption was encour- 
aged, waste was encouraged. The ideal here would have 
been the man who drove a half-used car to the brink of a 
precipice, pushed it over to destruction and bought another. 
Next best was the man who bought a second car or a third 
car which he did not need. The man who took good care 
of his material equipment and prolonged its life was some- 
thing of a traitor. But industry protected itself against this 
treason by making things that were frail as well as cheap, 
and could mot last under the best care. We took pride in 
high wages and low prices, but not in fine craftsmanship. 
Even if the market had desired craftsmanship we would have 
been loath to train for it. In this land of fluid opportunity, 
the poor American boy who knew that neither law nor 
custom prohibited his becoming a rich entrepreneur or Presi- 
dent of the United States would scarcely pause to learn a 
craftsmanship which might tend to fix him in a status. 

This was, as we have said, a land of unrestricted op- 
portunity, that is to say, of liberty. The individual was 
concerned to keep it so. He stood upon his rights. Society 
must not keep him down. He seldom reflected that he had 
a part to play in keeping up society. He thought in terms 
of rights, not in terms of duties. 

Now all this has had an interesting effect upon our con- 
ception of government. On the whole government has been 
somewhat resented as a necessary evil, and perhaps more 
evil than necessary. It could be changed at any moment; 
it had little of the majesty which governments in the older 
countries had gathered. Misconduct now and then in gov- 
ernment was not fatal; the country was rich enough, or at 
least was going to be rich enough, to make the diversion of 
common property into private pockets a trivial matter. Few 
were greatly exercised about good local government in any 
event. No man was geographically fixed; America was on 
the move; why should we worry very much about local gov- 
ernment when we and our children a decade hence might 
be in another city, in another state? At the beginning of 
the nineteenth century nearly everyone had to work for a 
living and nearly all got their living in the same way, each 
with the all-round competence of a pioneer farmer. It was 
easy to deduce the theory in Andrew Jackson’s day that one 
man was as available for governmental office as another. 
Party religions grew up, for reasons we need not here discuss, 
but it did not seem to matter much what kind of a man was 
nominated for public office. Small men in office were con- 
fronted by great temptations, especially in state and local 
governments, where with immense and rapid growth in 
numbers there were charters and franchises and favors to 
be granted on every hand. Remember, too, that in this 
country more, perhaps, than in any other, a man could 








suddenly raise his prestige as well as his power by getting 
rich. In this country of tomorrow no one asked about yester- 
day. Graft flourished, largely unrebuked. Really competent 
men were busy getting rich in private business; there honors 
were to be won more securely than in official dignity. This 
bred indifference at the best; influences by the prevalent 
atmosphere those business men who were more ambitious 
than ethically sensitive bought the profitable favors of the 
politicians and grew rich more quickly. I do not say that 
the grafting politician and the bribing business man can be 
exonerated, but I do say that they can be explained. 

Equal opportunity, equal political rights and widespread 
physical comfort gave rise in America to the fantastic con- 
clusion that all men were equal in dignity. Had the old 
pioneer conviction, “I’m as good as you,” always carried its 
corollary, ““You’re as good as I,” a fine sense of mutual con- 
sideration and courtesy might have developed; but equality 
tended to be self-centered; Americans are not famous as the 
most courteous people in the world. We have scoffed at 
pretensions of special excellence lest they be falsely founded, 
rather than paid them deference lest they be based on truth. 
We have been unwilling to recognize that there are different 
orders of men. You cannot classify men unless you have 
rigorous standards, and unless you classify men you cannot 
have rigorous standards. 


We have thought that we could raise a whole people by 
education, could raise them indefinitely high, that in this 
respect nothing was too good for anybody. We have more 
young people in high schools than all the rest of the world 
together. We have been proportionately more generous with 
higher education. But obsessed with the idea that everybody 
was fit for college, we have tended to make the college fit 
for everybody. On the whole, the results have been happy 
for the mass, but it has confused standards. We are coming 
to fear that we cannot afford this luxury for everybody, that 
our money might be better invested in fewer college students, 
selected with discrimination. At least we shall have a scale 
of different honors for different kinds of minds. Men will 
be classified according to capacity. But we realize that 
ability to pay must not be the principle of selection. We 
should not pay heavily out of taxes or endowments to educate 
second-rate and third-rate minds for leadership that they 
cannot assume, but pay as heavily as possible to educate first- 
rate minds. In England half the university students are sup- 
ported by state scholarships, but the recipients have proved 
themselves good investments by the most rigorous competi- 
tive examinations. Our intelligence testing, with all its 
faults, is tending in the same direction. We are beginning 
to recognize that there are orders of men. If, as present 
tendencies seem to indicate the government is to subsidize 
higher education let it subsidize young brains who can thus 
pay their way in institutions of their choice, rather than di- 
rectly subsidize the institutions. 

Most Europeans who have written on American society 
have been astonished at the place of the child. The prevalent 
atmosphere of liberty has always been sensed by our children. 
The ideal of America has been growth; the child has con- 
stantly been told that he could rise higher than his parents. 
The sacrificing parent has been one of the finest features of 
our life, but seemingly one has to be a parent before his 
discipline begins. Because of general surplus we have been 
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able to prolong infancy beyond the custom of other nations. 
Children do not have to think as early. The high-school 
graduate, even the high-ranking student, is a year or two 
behind in real maturity of thought his contemporary in a 
French lycée. The sense of duty, of deference, of personal 
subordination to the larger good, the great discipline of good 
social living, these which should begin in the home, do not 
begin at all. The children of immigrant parents are no- 
toriously insubordinate, because of their conscious superiority 
in adaptation to America. Even recently the American school- 
child has been encouraged to go in for self-expression which 
is, it happens, the last thing he needs to cultivate. The church 
which once imposed some discipline upon the child mind has 
for various reasons been declining in authority. 

I have purposely selected data for a somewhat gloomy 
picture. And yet I earnestly assure you that I think life 
happier for most people here than anywhere else on earth. 
You have done better for yourselves than probably you could 
have done in any other country. The American past has 
given you a splendid heritage, but it is well that you should 
realize that it has also given us and our generation some 
very difficult problems. They would not be so very formi- 
dable if the old America were going on; but it is not. 


Nature’s bounty is not going to see us through indefi- 
nitely. The old frontier always ready to absorb the misfits 
has now disappeared. The old pioneer farmer lived in liberty 
because his efforts touched only himself; the old-time business 
man in the carelessness of a rapidly developing country did 
much the same. Unrestrained production can no longer find 
sufficient market. For the first time we hear of bills and 
laws cutting down the hours, and indeed the days, of labor, 
not to prevent over-working people but to prevent over-selling 
people. What we are passing through is not a mere de- 
pression; it is the end of an era, a collapse of a system, or 
rather a practice. These years may figure quite as promi- 
nently in our history as those of the American Revolution or 
of the Civil War. A generation ago under the leadership 
of Theodore Roosevelt we suddenly became concerned about 
the conservation of our natural resources. Apparently they 
were not inexhaustible; we might use them up and find our- 
selves starving. We are now awakening to the need of con- 
serving our industrial energies, lest by lawless and reckless 
production we again find ourselves smothered. Individual- 
ism which was once a virtue seems now much more like a 
We shall not need or endure Russian regimentation; 
our past forbids it as the Russian past has authorized it. But 
the new America will be very differene from the old. Under 
changed conditions Americans must develop new and strange 
virtues; much of liberty will have to be sacrificed to order; 
Americans must learn to live under law. 


vice. 


By law I do not mean mere statute or constitutional 
amendment. In a new country where custom did not domi- 
nate, where communities were being very rapidly built, where 
the whole atmosphere seemed to warrant the confidence that 
anything could be changed by organization, we took early 
and continuous recourse to statute. Conditions changed so 
rapidly that statutes soon grew obsolete and we got used to 
living under laws that were not enforced. Even now at the 
entrance to many a village we are confronted with a warning 
that we must not drive there at more than fifteen miles an 
hour. What this means is that the officials of that place 





reserve the right to arrest anyone driving there whose con- 
duct they do not approve. The law not meaning what it 
says it means, looks more like caprice and arouses resentment, 
contempt or vague uneasiness. It is commonplace to say that 
we would have more law had we fewer laws. 

When I say we must learn respect for law I mean we 
must learn respect for regulation; we must learn respect for 
government. Government has become such an intricate busi- 
ness that it is likely to gain prestige by its own science. No 
Andrew Jackson would argue today that you could put just 
anybody into an important administrative post in Washing- 
ton or Albany and expect reasonably satisfactory results. 
Foolish mistakes will be made but government is likely to win 
more authority and respect by reason of its manifest necessity 
in a society which has become more collectivist. The new 
government must have trained men. A little over fifty years 
ago John W. Burgess founded the School of Political Science 
at Columbia in order to produce highly trained civil servants. 
A decade later he had found that the public did not want 
this product and that nearly all his pupils were learning to be 
teachers. Now, were he alive, he would find, I think, that 
his original purpose might soon be realized. 

It seems very likely that great inequalities of wealth 
will disappear by confiscating taxation. You may say that this 
will put a damper upon industrial and commercial enter- 
prise, but it will be answered that perhaps we can easily en- 
dure some diminution of enterprise. We may have too much 
business just as we have too much farming. I believe the 
rich will not be richer in material property, but I do not 
think that the institutions of private property will disappear. 
I do think that with a life minimum more nearly assured to 
all, we shall all be richer in time. 


Now if our ideal were the greatest idleness for the great- 
est number, the prospect would be gloomy indeed. The real 
problem is the wise use of leisure, a problem which Americans 
have never really faced. Leisure has never b-en respectable 
in this country, and it should not be respectable unless it is 
well employed. Mere rest will take its little toll, but Ameri- 
cans have never been comfortable for long lying on their 
backs during waking hours, and I hope they never will be. 
Leisure should be creative as much as salaried industry. The 
real danger is that leisure be passive and commercialized, 
given over to entertainment produced by the machine and sold 
at a price. Receptive leisure, purveyed to by the movies and 
the radio will not produce a much higher civilization, if the 
movies and the radio are left to make the most money they 
can; the most money will come from the most people, i.e., 
the vulgar. Men will be classified as how they use their 
leisure. 


Leisure can be used well by intelligent people. Our 
friends the English seem to have found a solution to that 
problem, though there leisure may have been a class ad- 
vantage. Here and elsewhere in this highly mechanized 
world it will in the future be far more general. Leisure 
will make possible more of what we call personal culture, 
by contact with and appreciation of fine art and fine thought, 
by the enlargement of life by travel and reading and re- 
flection. The study of banking methods may be a hobby as 
well as a livelihood and some of you will in your leisure 
pursue it in that spirit. But there are an infinite number of 
other avocations. Take historical research, for example. I 
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saw a letter recently from one business man to another on 
this subject. “This game,” said he, “beats bridge or golf all 
to pieces,” and then a little further on, changing the meta- 
phor, he observed, ““When the bug has bitten you, you cannot 
stop.” It may be said in passing that most of the best his- 
torical writing in the English language during the past two 
hundred years has been done by men who had their liveli- 
hood from other sources. Thomas Hodgkin’s eight-volume 
“Italy and Her Invaders” was written by an English banker 
after business hours. The most popular historian of America 
today made his money as a broker. The secretary of our state 
historical association is a banker. The latest book issued by 
that association is by a Broadway cotton merchant. This is 


the kind of thing intelligent men are coming to live by, how- 
ever they get their living. 

The America of the future will be very different from 
the America of the past, and you will help to make it so. 
The tendencies, I think, are good, and you will urge them 
forward. If you take into the new age the individualistic 
materialism of the old days you will not fit the new condi- 
tions. We will have to accustom ourselves to thinking of the 
public interest, we will have to accustom ourselves to the 
regulation of business, we will have to be content with smaller 
fortunes, we will have to develop ourselves as men as well 
as bankers or bricklayers by the wise use of a more highly 
civilized life than most Americans who have gone before. 


Regulation of Security Exchanges 


By JOSEPH P. KENNEDY 


Chairman, Security and Exchange Commission, Delivered in Boston, Nov. 15, 1934 


Y friends: Here, in Boston, I am home. This is 
M “my own country”—the place where my parents 
lived; where I was born and educated; where I 
was married and where I made my entry into business. 
Under the gospel of the good neighbor, I felt that my dis- 
cussion of the activities of the Securities and Exchange Com- 
mission, over which I have the honor to preside, should be 
in answer to your warm invitation. And under that gospel 
I ask your help—the help that government needs from every 
man and woman: support unqualified and whole-hearted 
in the good we are trying to do; and suggestions and 
criticism of how that good may be made better. There is 
real work to be done and we want your aid in doing it. 
With the exception of a brief outline of policy I made 
before the National Press Club in Washington shortly after 
I was sworn in, I have made no speeches. My own prefer- 
ence would be to make none now. I prefer to let our record 
speak. That record is in the making. It is far from com- 
pletion but it is far enough along to show clearly one thing: 
There is no Right or Left in the processes of the Securities 
and Exchange Commission. All we are trying to do is to 
go forward. 

I shall direct my words to the end of having you see 
the vista as we see it—a road down which you can travel 
without difficulties. 

The Commission was established by an Act of Con- 
gress “to provide for the regulation of security exchanges 
and over-the-counter markets” and “to prevent frauds in the 
sale of securities.” That is a charter to which we feel you 
can subscribe. 

It has been asserted that the security business is “the 
most important branch of business in the country from the 
standpoint of direct and indirect influence . . . upon the 
welfare of our population.” I stated publicly three months 
ago that the sixteen million security holders who came into 
existence indirectly as a consequence of the Liberty Loan 


campaigns had a direct claim upon their Government,—a 
definite right to be protected from improper financial prac- 
tices. I said then, and I say now, that no man dare assert 
that these investors are not entitled to the governmental 
supervision they have sought and are even now seeking in 
seemingly endless communications to the Commission. 

It is to business men like yourselves that the investor 
and the government which seeks to protect him must look. 
In our complicated economic structure the business corpora- 
tion is the vehicle through which the trade and commerce 
of the country is carried on. Those business corporations, 
or joint stock companies, are owned by millions of security 
holders. And, I think it will interest you to know that a 
recent study of seventy-five American business corporations 
revealed the fact that 88.8% of all the stockholders own 
less than 100 shares each. The average American stock- 
holder obviously is a man of such small means that he needs 
governmental protection. 

The real economic revolution in this country in recent 
years has been the change from the days of the closed cor- 
poration, when only a few hundred thousand people owned 
securities, to the existing situation wherein one person in 
every ten and one family in every three has a direct stake 
in the nation’s business corporations. Often the real owners 
of a corporation do not control it. 

It has been demonstrated that in the case of many of 
the largest corporations in this country complete control of 
the entire property is held by persons owning less than one 
per cent of the stock of the company. Very often through 
the use of holding companies, complete control of a large 
operating unit can be maintained by an ownership interest 
equal to a fraction of one per cent of the property con- 
trolled. These situations necessitated governmental super- 
vision. So that it comes to this,—you members of business 
organizations, and we members of the Securities Commis- 
sion must protect the public’s interest in our corporations. 
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As you kaow our Commission has the obligation of 
enforcing and interpreting two statutes of Congress—the 
so-called Securities Act of 1933 and the Securities Exchange 
Act of 1934. Officially our duties began on September first 
of this year. 

In its first weeks the Securities and Exchange Commis- 
sion registered the various security exchanges of the country 
and the securities traded thereon. After only a preliminary 
examination it was found necessary to close one exchange 
entirely. Other exchanges are being examined so that they 
may be better able to insure the safety of the investing 
public. —The Commission is engaged in setting up forms for 
corporate auditing and accountancy which will insure to the 
investing public the fullest possible disclosure concerning the 
corporations whose securities are registered. We are grate- 
ful for the cooperation of the vast majority of exchange offi- 
cials who sympathize with the social aims of the Exchange 
Act and desire to cooperate in our efforts to sanitate the 
security markets. 

In my last address I spoke particularly about the regu- 
lation of exchanges. With your permission I shall address 
myself more specifically to the problems of the Securities 
Act. 


When the Securities Act of 1933 was approved by 
President Roosevelt, he stated the social evil and the hopes 
of this legislation in the following language: “If the coun- 
try is to flourish, capital must be invested in enterprise. 
But those who seek to draw upon other people’s money 
must be wholly candid regarding the facts on which inves- 
tors judgment is asked. To that end this bill requires the 
publicity necessary for sound investment. It is, of course, 
no insurance against errors of judgment. That is no func- 
tion of government. It does give assurance, however, that 
within the limits of its powers the Federal Government will 
insist upon knowledge of the facts on which judgment can 
be based. The new law also will safeguard against the 
abuses of high-pressure salesmanship in security flotations. 
It will require full disclosure of all the private interests on 
the part of those who seek to sell securities to the public.” 


Now Gentlemen, the Securities Act does not put the 
Government into business as a judge of values. It does not 
advise; it does not approve. What does it do, you may ask? 
The Act provides a department with which must be filed 
information submitted by corporate officers in answer to 
required questions. Before you can be asked to invest your 
money in a business, there must be a record in Washington 
of the important facts which should guide your judgment. 
And at the time of a prospective sale the law requires that 
you be furnished a copy of these important statements. The 
truth of these facts cannot be guaranteed. There will always 
be people to whom an oath is meaningless. There will 
always be problems of bad management. However, in the 
usual case these statements will be reliable guides upon 
which the value of a security can be judged and by which 
the investor may decide with prudence whether or not he 
shall entrust his money to such an enterprise. But little 
reflection is required for you to appreciate that in a country 
as vast and complex as ours no government could supervise 
the investment business to the extent that it would guar- 
antee the truth of every statement made in the course of a 
capital issue. The Act now makes deception more difficult 








and more perilous, detection more likely, and conviction 
more certain. It imposes upon the dishonest corporate offi- 
cial the burden of civil liability which should act in most 
cases as a deterrent to fraudulent sales of securities. 


I cannot be too insistent in impressing upon your minds 
the magnitude of the task of preventing fraudulent transac- 
tions. For years the crafty security salesman has operated 
with marked success throughout the land. 


The latest reports of the Securities Division of this 
Commonwealth for the year ended November 30, 1933, 
showed that during that period $204,437,688 par value of 
securities were denied sales privileges in this state. Since 
the passage of the Securities Act in Massachusetts a total 
of two and three-quarter billion of questionable securities 
have been similarly prohibited. (Aug. 26, 1921-Nov. 30, 
1934.) Your Better Business Bureau here estimates that the 
annual loss in this state of Massachusetts is approximately 
fifty million dollars. And the conditions cited are not 
peculiar to New England. 


But I say to you, as one practical business man to 
another, that where local laws neither hold a securities 
dealer to effective responsibility nor require proof of merit 
in each security registered, and where stock exchanges can 
be utilized by dishonest dealers to facilitate the peddling of 
their wares off the exchange but on the strength of the 
exchange quotations in the security, the community thus 
exposed to fraud and manipulation should welcome the 
Securities and Exchange Act of 1934 and the Commission 
it created. 


The danger is not that we will interfere too often but 
that we may act too late. That is why I appeal so frankly 
to you business men. You can help us. The protection of 
the investor in your midst is at least to your interest. To 
us it is a “congressional mandate.” But our job will be 
better done and your interest will be better protected if, by 
alert and vigilant cooperation, you business men share our 
task. 


The cooperation we ask of you we ask likewise of every 
other community in the country. But with respect to you 
in particular, we feel that our record of performance in this 
community (of encouraging and facilitating reputable trans- 
actions and of hindering, delaying and stopping the disreput- 
able) entitles us to your support. 

Have no fear that government supervision will destroy 
honest enterprise. I realize that it is human to fear change. 
From the beginning to the end of a man’s life instinctively 
he resists changes that confront him as the years unfold. It 
is so in business and in public life. The creation of the 
Interstate Commerce Commission control of railroads in 
1887 would, it was feared, convert trans-continental rail- 
roads into “streaks of rust.” The creation of the Federal 
Reserve Board in 1914 would, it was feared, destroy banking 
initiative. The safeguarding of life insurance was fought 
as being dangerous. 

Yet the fact is that the period of greatest railroad pros- 
perity occurred under the regime of the Commerce Com- 
mission and certainly the banking business had never known 
such an era of prosperity as in the decade following the 
establishment of the Federal Reserve System. The general 
feeling is that recent banking troubles resulted from too 
much individual banking initiative. And the great insurance 
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companies now are thankful for the laws they once opposed. 
The same kind of baseless fears arising from antipathy 
to change greets this formative phase of the work of the 


Securities and Exchange Commission. These fears are 


unworthy of mature minds. 


I urge you to disregard them. This Commission will 
destroy nothing in our business life that is worth preserv- 
ing. You are warranted in having confidence in our plans 
and purposes,—confidence as I have said “that if business 
does the right thing it will be protected and given a chance 
to live, make profits, and grow, helping itself and helping 
the country.” Honest business needs nothing more; the Com- 
mission promises nothing less. 


Perhaps it is safe to say that the Securities Act may be 
looked at from two important and distinct business points of 
view—first, from the viewpoint of the honest business man 
seeking new funds for his enterprise, and secondly, from the 
point of view of the dishonest promoter. As to the latter, 
the regulations can’t be too strict. Almost any strict control 
is warranted by the evil sought to be stamped out. But it 
is from the reputable people in the community that one hears 
many complaints about this legislation. Many alarmists say 
that the capital issues business has been destroyed by this 
Act and will never revive under the present law. What 
are the specific charges hurled against this legislation? Let 
me enumerate them. First, it is said that the Act imposes 
liability upon directors and corporate officers with unwar- 
ranted severity; secondly, registration under the Act entails 
excessive and burdensome expense; thirdly, the Act requires 
information, the securing of which entails disproportionate 
effort and that much of this information is irrelevant to the 
investor; and fourth, the delay caused by the Act between 
the first corporate action towards floating an issue and the 
final clearance of the Commission operates adversely to the 
corporation. 


Let me consider these matters one by one. It should be 
remembered that on the score of liability the Act is much 
like the present English law. The liability arises when the 
registration statement contains “an untrue statement of a 
material fact or omits to state a material fact required to be 
stated therein or necessary to make the statements therein 
not misleading.” Directors, officers, underwriters and 
experts may avoid liability if they can sustain the burden 
of proof that they exercised the standard of care and inves- 
tigation of reasonable persons under the circumstances. In 
a word, negligence and dishonesty are penalized. Most of 
our everyday conduct, no matter what our walk of life may 
be, carries a risk of damages for negligence or dishonesty. 
The Act was amended at the last session when Congress 
felt that the burden had been too severe. The present stand- 
ard is fair and offers danger to no one deserving protection. 
Under the law of most of our states, directors are liable to 
stockholders if they are dishonest or if they are negligent, 
and this liability grows out of no statutory provision but is 
deeply rooted in Anglo-American law. Directors are 


required to direct, and when they seek the money of their 
present or prospective security holders, is it not a minimum 
requirement that they be careful and that they be honest? 


As to the second reason, much has been charged but 
little has been proven. You will be interested to know that 
I have caused an examination to be made of the costs of 








registration and sale and distribution of ten large issues of 
securities floated in this country since July 30, 1933. 


These issues vary in size from $5,000,000 to 
$55,000,000. The gross proceeds aggregated $126,000,000 
representing 30% in dollar value of all the issues, excluding 
investment trust issues registered with the Federal Trade 
Commission, or the Securities and Exchange Commission, 


since July 30, 1933. 


You will be interested to learn that the total costs of 
selling and distribution, excluding commission or discounts 
paid to bankers, amounted to $923,000, or less than 1% of 
the total gross proceeds of the financing involved. Those 
items which might be attributed wholly or in part to the 
new legislation accounted for only $482,700, a little more 
than one-half of the above costs and less than one-fifth of 
commissions and discounts paid to bankers for underwriting 
these issues. Furthermore, the total items of expense which, 
by any stretch of the imagination, can be chargeable to new 
legislation amounts to 38/100 of 1% of the gross proceeds 
of the finances involved, and there can be no doubt that an 
appreciable part of legal and accounting expenses which are 
included in the above costs would have had to be incurred 
even if there were no Securities and Exchange Commission 
and no registration. 


Indeed, the costs above recited are relatively less than 
the costs prevailing prior to the Securities Act legislation. 
It has been: found, for instance, that ten issues picked at 
random in years prior to 1933 aggregating approximately 
$60,000,000 or gross proceeds involved legal and auditing 
expenses of $311,000 or 14 of 1% of the total capital raised 
as against less than 3 of 1% in the ten issues above recited 
which were made under the terms of the Securities Act. The 
total expenses which may be charged wholly or in part to 
the new legislation amounts to less than one-fifth of the 
underwriting commissions paid to bankers and to less than 
one-half of one per cent of the dollar value of proceeds to 
the corporations obtaining new capital. In any event, I can 
assure you that the Securities and Exchange Commission is 
confident that it can remove many of the technicalities in 
the administration of the 1933 Securities Act which are said 
to be burdensome to the securities business. 


Remember the Act is new,—the Commission is learn- 
ing. The Bar, the accountants, and the engineers are as 
yet super-cautious. As the Commission functions with a 
view to assisting business, the practice will grow more estab- 
lished, the routine will be more widely understood, and 
large expense either for lawyer or accountant will be less 
and less justifiable. 


To the third objection in regard to the burdensome 
questionnaires, I shall be frank and state that undoubtedly, 
due to the pressure of implementing a new and important 
piece of legislation, the forms may have been in some in- 
stances imperfect. But remember that many of the com- 
plaints come from persons out of sympathy with the Act. 
Their attitude explains the apprehension felt on this score. 
I am far from contending that the Act or its administration 
is perfect. Both are human products and therefore fallible, 
but never forget that we are learning by experience. Other 
and briefer forms are in process of preparation which are 
more suitable to special classes of business. One of the most 
prominent lawyers in the field of corporate finance, who 
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categorically that when the few proposed amendments to 
our forms and rules have been adopted, there will be noth- 
ing in the way of inconvenience or expense which should 
deter the American business man from seeking new capital 
in accordance with the requirements of the Act. 

And now the last criticism about the delay. This 
criticism I venture to state is grossly exaggerated. The 
largest financing under the Act—all of you gentlemen have 
heard of it—the Edison Electric Light Company public 
offering, required but twenty days between the original appli- 
cation and the final clearance permitting flotation. I would 
also in this connection leave a thought with you. Speed in 
itself is not a virtue. Only yesterday how many prominent 
issues collapsed to the costly and sorrowing experience of 
the American public. Many of them foundered largely 
because of the speed of issuance. Deplorable loss was the 
consequence of ill considered conception, preparation and 
execution. We don’t want the staccato tempo of much of 
the frenzied financing of the late twenties. Too often pyra- 
mided investment trusts, among other forms of financing, 
in feverish fashion, sought the funds of the public to whip 
the froth of values. Mind you, we plan to expedite in every 
possible way, but in this field the warning of the philosopher 
has a distinct appeal. “How much better it is when a thing 
is done from sound reason and not from necessity.” In 
financing, the necessity of speed is often not real but arti- 
ficial, not dictated by the events themselves but by the selfish- 
ness of promoters. In a word, we pledge ourselves to insure 
that established enterprises shall be able to solicit the public 
without undue delay, without unnecessary toil and without 
excessive cost. The Act, gentlemen, is part of our funda- 
mental law and in so far as it is humanly possible, it shall 
be made workable. 

So much for the specific criticisms. Now for the general 
charge that the Act has dried up our capital markets. 

Of course the first quarter of 1933 included the bank 
holiday and for that reason might not furnish a fair basis 
of comparison. But in the second quarter of 1934, capital 
issues were actually twice as large as during the same period 
a year earlier. And this is true despite the fact that there 
was every inducement for bankers and brokers “to jump the 
gun” and get out their issues before the Securities Act 
became effective. 

The record supports me in the statement that this Act 
is not an important factor causing the present inactivity of 
the capital market. Since the Securities Act became a law 
the total of new capital issues in the United States (exclud- 
ing Federal financing) has actually increased. For instance, 
—during the first nine months of 1934 capital issues were 
twice as large as for the same period of 1933. 

There has been no new security legislation in Great 
Britain and yet the British figures show that new capital 
issues during the first nine months of 1934 were practically 
no larger than a year earlier, and totaled only one-half the 
dollar value of new financing in the United States of the 
same period. 


Bear in mind that in this country numerous govern- 
mental agencies have, during the past year, assumed the role 
formerly occupied by the private banker, furnishing funds 


was an outstanding critic of the original act, has stated 






that ordinarily would have been raised in new issues of 
securities. Yet, over and above the financing of private cor- 
porations provided by agencies like the RFC, there has been 
a substantial capital issues business in this country,—a busi- 
ness which totaled in the first ten months of 1934 almost 
$2,000,000,000 or more than twice the estimate of new 
financing in Great Britain during the same period. 

I am quite aware of the limitations of these statistics 
—that the dollar volume would indicate quite clearly the 
relative insignificance of our capital issues during this period 
in comparison with previous years. But I mention these 
figures in order to point out the loose thinking of many 
critics who assail the Act. The real obstacle is not legisla- 
tion. Corporations in a position to borrow long term money 
did not see the opportunity of employing it profitably. 
Corporations which did wish to borrow long term money 
were in no position to convince investors that they were 
safe risks. There have been other and more fundamental 
reasons connected with the general state of business, circum- 
stances not peculiar to this country but finding counterpart 
in every other land, for all are equally affected by world 
wide depression. 

Let me give testimony from a source which is clearly 
impartial. I quote from an article from the Midland Bank 
Monthly Review (London), July-August, 1934: “At a time, 
then, when the private investor himself is depressed and 
uncertain, more heavily taxed than he was and probably 
less well off in respect of income, it seems doubtful whether, 
apart altogether from the Securities Act, available funds 
would at present flow freely into private investment.” 


Thus, in actual effect it is not true that a major reason 
for the reduced volume of new security business in this 
country during the past twelve months has been the existence 
on the statute books of the Securities Act. 

You will recall that I mentioned how the Act affects 
two classes of business men. As for the second class, that is, 
the rogues who seek to live by deception, let me again repeat 
the Act is like all legal rules, subject to the limitations of 
effective legal action. Unfortunately scoundrels will capi- 
talize the registration requirements and may seek to sell you 
a security on the theory that mere filing indicates approval 
by the Commission. Beware of any such argument. The 
Act itself makes such a representation a distinct criminal 
offense. On the other hand, Mr. Average Man not troubling 
to read carefully or have explained the law under which the 
Commission operates, may be lulled into a false sense of 
security by the misconception that Uncle Sam is now every 
man’s financial advisor. More than ever before is there need 
for vigilance and for caution on the part of our people, 
most of whom are unknowing in the ways of finance. Losses 
in this manner would be at an appreciably lower figure if 
the average man kept in mind that he is being sold a piece 
of paper and that if he is to assure himself that he gets more 
than its intrinsic value as paper he should ask himself— 
Who sells me this and what is his business reputation in 
the community? 

Our short experience as to this legislation prompts me 
to sound a note of warning, particularly to you my friends 
of the radio audience. Each and everyone of you is a pros- 
pective or actual member of a sucker list, and when the 
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stranger calls you on the phone to interest you in the pur- 
chase of securities, beware. Unless you have confidence in 
the integrity of the sponsors you ought to take special pre- 
cautions before you sign on the dotted line or surrender your 
cash or the securities you now own. Over the country from 
time to time springs up the promoter with a worthless issue, 
a tipster sheet to lure you and a battery of telephone sales- 
men to close the deal to your misfortune. Be on your guard. 
The Commission cannot in the very nature of things police 
every transaction in America. Where it has evidence, rest 
assured it will strike. 


We have the tremendous task of educating the Amer- 
ican public to protect itself against high-pressure salesman- 
ship. No law has ever been devised or administered which 
successfully eradicated crookedness. The Federal Govern- 
ment, however, hopes to fill a much needed want, hopes 
to be a vigorous factor in the relentless war on stock frauds. 


Let me stress with all the sincerity at my command the 
earnestness of our purpose. We of the Commission are 
neither coroners nor undertakers. We seck to create and to 
restore in order that enterprise and confidence may be rees- 


tablished. 


We are not prosecutors of honest business, nor defenders 
of crookedness. 


We are partners of honest business and prosecutors of 
dishonesty. 


We shall not pre-judge, but we shall investigate. 


Necessary, legitimate, useful, profitable enterprise will 
be encouraged. Only the senseless, vicious, and fraudulent 
activities will be curtailed, and these must and will be 
eradicated. 


The initials S-E-C, we hope, will come to stand for 
Securities Ex-Crookedness. 


We have two major objectives in our work. One is 
the advancement and protection of decent business; and the 
other—even more important—is spiritual, and I do not hesi- 
tate to employ that word in connection with finance. We 
are seeking to recreate, rebuild, restore confidence. Confi- 
dence is an outgrowth of character. We believe that char- 
acter exists strongly in the financial world, so we do not 
have to compel virtue; we seek to prevent vice. Our whole 
formula is to bar wrong-doers from operating under the 
aegis of those who feel a sense of ethical responsibility. We 
are eager to see finance as self-contained as it deserves to be 
when ruled by Honor and Responsibility. Success is not the 
success of one; it is the success of all. No man can live off 
the pack without being lived off by the pack. 


The groundwork of our social and economic system is 
the latitude of Reason; not the restriction of Fear; it pro- 
vides for free activity within limits that should be self- 
imposed. When abuses occur, checks and corrections arise. 
But the application of these processes is not the death hand 
that some proclaim it to be. Instead, it is the assurance of 
Life and Strength when Honesty and Intelligence are pres- 
ent. We have been brought in to being to help you as part 
of the public which erects government for its service. But 
you best can help yourselves. You can make the investing 
of money honest. Then you will truly become your brothers’ 
keeper. And to me that is to acquire merit. 
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